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If you are in doubt as to any aspect of this circular or as to the action to be taken, you should consult your
stockbroker or other registered dealer in securities, bank manager, solicitor, professional accountant or other

professional adviser.

If you have sold or transferred all your shares in Wing Hang Bank, Limited, you should at once hand this
circular to the purchaser or other transferee or to the bank, stockbroker or other agent through whom the sale

was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, makes
no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of this circular.

This circular is for information purposes only and is not an offer to sell or a solicitation of an offer to buy

any securities.

WING HANG BANK, LIMITED

(Incorporated in Hong Kong with limited liability)

[e:L WY 12 120¢0

MAJOR TRANSACTION

Financial Adviser to Wing Hang Bank, Limited

Morgan Stanley

Morgan Stanley Dean Witter Asia Limited

A letter from the Board is set out on pages 3 to 8 of this circular.

1 September 2003
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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions have the following

meanings:

“Acquisition”

“Banking Ordinance”

“BNYIFC”

“Board”
5‘CFB7’

“CFB Group”

“CF Finance”

“Chekiang First Securities”

“Chekiang Luxembourg”

“Combined Group”

“Companies Ordinance”

“Company”

“Completion”

“Consenting Shareholders”

the conditional acquisition of the entire issued share capital of
CFB

the Banking Ordinance (Chapter 155 of the Laws of Hong
Kong) :

BNY International Financing Corp, a wholly-owned subsidiary
of The Bank of New York Company, Limited, and which owns
approximately 25.1% of the issued share capital of the
Company

the board of directors of the Company

Chekiang First Bank Limited, a company incorporated in Hong
Kong with limited liability and a wholly-owned subsidiary of
Mizuho :

CFB and its subsidiaries from time to time

CF Finance Company Limited, a company incorporated in
Hong Kong with limited liability and a wholly-owned
subsidiary of CFB

Chekiang First Securities Co. Limited, a company incorporated
in Hong Kong with limited liability and a wholly-owned
subsidiary of CFB and a Stock Exchange participant

Chekiang First Bank (Luxembourg) S.A., a company
incorporated in Luxembourg and a wholly-owned subsidiary of
CFB

the Group and the CFB Group

the Companies Ordinance (Chapter 32 of the Laws of Hong
Kong) '

Wing Hang Bank, Limited, a company incorporated in Hong
Kong with limited liability, the shares of which are listed on the
Stock Exchange

completion of the Acquisition

(a) BNYIFC;

(b) Po Ding Company Limited (Note 1);
(¢} YKF Trustee Holding Inc. (Note 1);
(d) Majestic Investment Co., Ltd (Note 1);
(e) Patrick Y B Fung;

(f) Michael Y S Fung;

(g) Tessel Inc. (Note 1); and

(h)  Yuhan Limited (Note 2)

Note 1: Beneficially owned by Patrick YB Fung, Michael YS
Fung, Louis CW Ho’s spouse and other parties




 DEFINITIONS

“Directors”

“Group”
“HKFE”
“HK GAAP”
“HKMA”

“HK$”‘

“Honfirst Investment”

“Hong Kong”

“Hong Kong Life”
“Latest Practicable Date”

“Listing Rules”
“Mizuho”

“Morgan Stanley”

“Pro Forma Adjusted NTA”
“Pro Forma Unaudited Adjusted NTA”

“Securities -and Futures Ordinance”

“Share(s)”

“Share Purchase Agreement”

“SFC” X
“Shareholders”

“Stock Exchange”

Note 2: Beneficially owned by Liu Kwok Yau, a former
director of the Company

the directors of the Company, including the independent
non-executive directors of the Company

the Company and its subsidiaries from time to time
the Hong Kong Futures Exchange Limited
accounting principles generally accepted in Hong Kong

the Monetary Authority appointed under Section 5A of the
Exchange Fund Ordinance (Chapter 66 of the Laws of Hong
Kong)

Hong Kong dollars, the lawful currency of Hong Kong
Honfirst Investment Limited, a company incorporated in Hong

Kong with limited liability and a wholly-owned subsidiary of
CFB and a participant of the Hong Kong Futures Exchange

the Hong Kong Special Administrative Region of the People’s
Republic of China

Hong Kong Life Insurance Limited, a company incorporated in
Hong Kong with limited liability, approximately 16.67% of the
issued share capital of which is owned by CFB

27 August 2003, being the latest practicable date prior to the
printing of this circular for ascertaining certain information
contained herein

the Rules Governing the Listing of Securities on the Stock
Exchange

Mizuho Corporate Bank, Ltd., a company incorporated in
Japan

Morgan Stanley Dean Witter Asia Limited, a registered
investment adviser and a registered dealer under the Securities
and Futures Ordinance

the pro forma unaudited adjusted consolidated net tangible
assets of the Combined Group as at 31 December 2002 as set
out in paragraph 2.1 of Appendix V to this circular

the pro forma unaudited adjusted consolidated net tangible
assets of the Combined Group as at 30 June 2003 as set out in
paragraph 2.2 of Appendix V to this circular

the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong)

share(s) of HK$1 each in the capital of the Company

the agreement dated 31 July 2003 between the Company and.
Mizuho in connection with the Acquisition

the Securities and Futures Commission of Hong Kong
the shareholders of the Company

The Stock Exchange of Hong Kong Limited
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WING HANG BANK, LIMITED

{incorporated in Hong Kong with limited liability
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Chairman: Registered Office:

Dr Patrick Y B Fung 161 Queen’s Road Central
Hong Kong

Directors:
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1 September 2003

To the Shareholders

Dear Sir or Madam,

MAJOR TRANSACTION

ACQUISITION OF THE ENTIRE ISSUED SHARE CAPITAL OF
CHEKIANG FIRST BANK LIMITED

1. Introduction

On 1 August 2003, the Board announced that the Company had entered into the Share Purchase
Agreement, pursuant to which the Company has agreed to acquire, and Mizuho has agreed to sell, the entire
issued share capital of CFB, subject to satisfaction (or waiver) of certain conditions. The total purchase price
for CFB is HK$4,800 million, which will be satisfied as to part through the payment by CFB to Mizuho of
a cash dividend prior to Completion and as to the remainder by the payment of cash on Completion.

The Acquisition constitutes a major transaction for the Company under the Listing Rules. However, as
the Consenting Shareholders have already approved the Acquisition in writing, under the Listing Rules the
Acquisition is not required to be approved by shareholders of the Company in general meeting.
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Morgan Stanley is the financial -adviser to the Company in respect of the Acquisition.

The purpose of this letter is to provide you with further information relating to the Acquisition.

2. The Acquisition

General

The Company wishes to acquire CFB for the reasons set out in the section headed “Reasons for and
Benefits of the Acquisition” below.

The Acquisition involves the sale by Mizuho to the Company of the entire issued share capital of CFB
for a total purchase price of HK$4,800 million. Completion is subject to the satisfaction (or waiver) of certain
conditions as described further below. Upon Completion, CFB will become a wholly-owned subsidiary of the
Company.

The terms of the Acquisition, including the purchase price, were negotiated on an arm’s length basis,
and represent normal commercial terms, including representations and warranties in favour of the Company
and provisions providing for liability for breach of the representations and warranties, pre-completion
undertakings from Mizuho and circumstances in which the Company may terminate the Share Purchase
Agreement. Mizuho has also given the Company protection by way of a tax covenant. The purchase price for
the Acquisition was determined based on various factors, including the prospective profit contributions of
CEB to the Combined Group, the quality of the CFB Group’s assets, their growth prospects, their earnings
potential, competitive advantages in their respective markets and relevant valuation benchmarks.

The purchase price for CFB represents 1.22 times the published audited consolidated net asset value of
CFB as at 31 December 2002 of HK$3,940.6 million.

In the opinion of the Board, the purchase price for CFB payable by the Company and the other terms
of the Acquisition are fair and reasonable, and the Acquisition is in the best interests of the Company and
its shareholders.

Financirg of the Acquisition

The total purchase price for the Acquisition is HK$4,800 million, payable as to part through the
payment by CFB to Mizuho of a cash dividend, which is expected to amount to not less than HK$1,000
million, prior to Completion and as to the remainder by the payment of cash by the Company on Completion.
The cash portion of the consideration will be satisfied in part from the Company’s internal resources, and in
part from the proceeds of an issue by the Company of subordinated debt.

Conditions for Completion of the Acquisition

Completion of the Acquisition is conditional, amongst other things, on the following conditions being
met or waived:

(a) the Company and any holding company or other controller of the Company having been
approved, or not objected to within the relevant period, by the HKMA as a majority shareholder
controller (as defined in the Banking Ordinance) of each of CFB and CF Finance under Section
70 of the Banking Ordinance and the chief executive and directors of CFB and CF Finance which
the Company proposes to appoint on Completion having been approved for such appointment by
the HKMA under Section 71 of the Banking Ordinance;
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(b) the Company and any holding company or other controller of the Company having been approved
by the SFC as a substantial shareholder (as defined in the Securities and Futures Ordinance) of
each of:

(i) CFB;

(i1) Chekiang First Securities; and

(ii1) Honfirst Investment,

as contemplated by the Share Purchase Agreement;

(c) the Company and any holding company or other controller of the Company having been
approved, or not objected to within the relevant period, by the Insurance Authority of Hong Kong
as a controller (as defined in the Insurance Companies Ordinance, Chapter 41 of the Laws of
Hong Kong) of Hong Kong Life, as contemplated by the Share Purchase Agreement;

(d) the change of control (as such expression is defined in Rule 317 of the Rules of the Stock
Exchange) of Chekiang First Securities, as contemplated by the Share Purchase Agreement,
having been approved by the Stock Exchange;

(e) the change of control (as such expression is defined in the rules, regulations and procedures of
the HKFE) of Honfirst Investment, as contemplated by the Share Purchase Agreement, having
been approved by the HKFE;

(f) Mizuho having made the necessary notification in Luxembourg that it will cease to be a material
indirect shareholder of Chekiang Luxembourg from Completion;

(g) the Company having made the necessary notification in Luxembourg that it will become a
material indirect shareholder of Chekiang Luxembourg from Completion and having been
approved by the relevant Luxembourg authorities as a material indirect sharecholder of Chekiang
Luxembourg; and

(h) the Acquisition having been approved by a simple majority of the Shareholders either in general
meeting or by written approval in accordance with the relevant requirements of Chapter 14 of the
Listing Rules.

Completion of the Share Purchase Agreement is expected to occur by no later than the fifth business
day following the fulfilment or waiver (as the case may be) of the conditions referred to above.

If the conditions referred to above are not fulfilled (or waived) by 22 September 2003, the Share
Purchase Agreement shall, save as otherwise provided in the Share Purchase Agreement or otherwise agreed
between the Company and Mizuho, lapse and neither the Company nor Mizuho shall have any claim against
the other party, save for any rights and liabilities accrued prior to termination.

3. Information on the CFB Group

CFB, a Hong Kong company with limited liability, was incorporated on 11 August 1950. The entire
issued share capital of CFB is beneficially owned by Mizuho. CFB is a Hong Kong licensed bank with
consolidated total assets of HK$27,757.4 million as at 31 December 2002.

The principal business activities of CFB and its subsidiaries comprise banking and related financial
services which are provided to corporate and individual customers through a network of branches in Hong
Kong, as well as through affiliates or offices in Luxembourg and the United States of America. CFB is
licensed to carry on banking business in Hong Kong and operates 17 branches in Hong Kong, an agency
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office in San Francisco, a wholly-owned subsidiary in Luxembourg and a representative office in Shanghai.
CFB carries on all the normal activities of a commercial bank, while the principal activities of its subsidiaries
consist of financial services, nominee services, property investment, trustee services, share dealing, futures
trading, property agency and banking and related financial services.

As at 31 December 2002, CFB had consolidated total assets of HK$27,757.4 million, shareholders’
equity of HK$3,940.6 million, total gross loans of HK$13,350.9 million and total customer deposits of
HK$22,204.6 million. The consolidated net profit before tax of CFB amounted to HK$251.7 million and
HK$260.6 million for the years ended 31 December 2002 and 2001, respectively. Consolidated net profit
after tax amounted to HK$207.2 million and HK$221.0 million for the years ended 31 December 2002 and
2001, respectively.

4. Reasons for and Benefits of the Acquisition

The Directors expect the following benefits from the Acquisition:

Revenue enhancement. The Directors expect to see increased revenue for the Combined Group
following the Acquisition, arising primarily from the more proactive management of CFB’s
treasury assets and from the cross-selling of products to the enlarged customer base. In the
medium term, the Directors also plan to open a number of new branches in Hong Kong in areas
currently not adequately served by either the Company or CFB, using staff freed up by the
rationalisation of existing branches that are in close proximity to each other.

CFB had cash and short-term interbank placements of HK$13.1 billion as at 31 December 2002.
The Directors intend to redeploy a substantial part of these liquid assets into higher yielding asset
classes following Completion.

The Directors expect that these increases in revenue in aggregate will more than offset the 1mpact
of any customer attrition as a result of the Acquisition.

Cost savings. The Directors believe that significant cost savings can be realised from the
elimination of duplication of headquarters premises and of back office, technology and processing
activities, as well as from the rationalisation and optimisation of the Hong Kong branch and ATM
networks. A larger bank with economies of scale should also be better able to harness technology
to improve operational efficiencies and customer service, including the provision of delivery
channels such as felephone and Internet banking.

The Directors aim to achieve cost savings without compromising the quality of customer service.
The Directors note that in the year ended 31 December 2002, the Company and CFB had
cost-income ratios of 32% and 55%, respectively.

Stronger competitive position. The Combined Group will have a larger market share and stronger
competitive position than either the Company or CFB currently enjoys. The increased scale will
create a broader customer reach and the ability to achieve greater efficiencies both in marketing
and advertising expenditures and in the launch of new products and services.

Increased management resources. The Directors believe that the addition of CFB’s mariagement
team will represent a valuable addition to the pool of talent available to the Combined Group to
meet competitive challenges and to take advantage of future growth opportunities in its existing
markets and increasingly, as suitable opportunities arise, in China.

Based on the expected benefits and the expected low interest cost environment, the Directors believe
that the acquisition of CFB will enhance the Company’s prospective earnings per share and return on equity
and accordingly consider that the Acquisition is in the best interests of the Company and its shareholders.
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5. Future Intention_s

The Company intends that CFB and the Company will initially operate as separate entities following
Completion, with a view to the operations of CFB being fully integrated and merged with those of the
Company by the end of 2004.

It is the Company’s intention to ensure that there is continuity of management of CFB following
Completion. To this end, Dr. James Kung has indicated his willingness to remain with CFB as Chairman and
a director of CFB and Mr. Leo Kung has indicated his willingness to remain with CFB as deputy chief
manager and a director. In addition, the Company intends to appoint Messrs. Frank Wang, Michael Fung and
Stanley Yuen as directors and Mr. Simon Lee as an independent non-executive director of CFB upon
Completion. It is currently anticipated that apart from Dr. James Kung and Mr. Leo Kung who will continue
as executive directors, and Mr. Chee-Chen Tung who will continue to serve as an independent non-executive
director of CFB, the other current directors of CFB will resign at Completion.

A joint integration team, comprising representatives of the Company and CFB, has been established to
prepare for the integration of the CFB Group with the WHB Group following Completion. The Company also
plans to engage external consultants as necessary to assist with the integgation of the businesses of the two
groups.

The Company has undertaken to BNYIFC to take all steps in relation to CFB’s San Francisco
depositary agency that may be requested by BNYIFC to address any US regulatory issues that may affect
BNYIFC as a result of its 25% shareholding in the Company, once CFB becomes a wholly-owned subsidiary
of the Company. Such steps may include reorganising or terminating the activities of CFB’s San Francisco
depositary agency. For the year ended 31 December 2002, CFB’s San Francisco depositary agency’s profit
before taxation amounted to approximately HK$5.0 million. The Directors believe that any such steps would
not have a material adverse affect on the operations or profitability of the Combined Group or the CFB
Group.

6. Financial Effects of the Acquisition

Set out in Appendix V is a pro forma statement of the assets and liabilities of the Combined Group
based on the audited consolidated net assets of the Group as at 31 December 2002 and the audited
consolidated net assets of the CFB Group as at 31 December 2002 extracted from the accountants’ report set
out in Appendix I to this circular, assuming, inter alia, that Completion of the Acquisition had taken place
on 31 December 2002, and taking into account the effect of certain adjustments to reflect the Acquisition.
The pro forma adjusted net tangible assets amount to approximately HK$4,972 million, equivalent to
approximately HK$16.94 per Share, as compared with HK$21.66 per Share as at 31 December 2002 without
adjusting for the Acquisition.

As shown in the pro forma statement, the pro forma net tangible assets of the Group following the
Acquisition would have been HK$4,972 million as compared with HK$6,355 million before the Acquisition.
7.  Prospects

On 14 August 2003, the Company announced its unaudited consolidated interim results for the six
months ended 30 June 2003. A copy of the interim report for this six-month period was despatched to the
Shareholders on 1 September 2003. A copy of the interim results is also reproduced in Appendix IV.
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The Directors believe that the Acquisition will enhance the Group’s market share in its banking
operations in Hong Kong. Operating income for the CFB Group for the year ended 31 December 2002 was
HK$647.2 million compared with the operating income for the Company over the same period of
HK$1,837.6 million. Increasing the scope and size of the Company’s operations will bring a number of
strategic benefits to the Company as described in the section“Reasons for and Benefits of the Acquisition”
on page 6 of this circular. The Acquisition will reinforce the Company’s long-standing commitment to
delivering superior customer and shareholder value. ‘

8.  Shareholder Approval

The Consenting Shareholders, who are a closely allied group of shareholders for the purposes of the
Listing Rules and together own approximately 50.61% of the issued share capital of the Company, have
approved the Acquisition in writing in accordance with Rule 14.10 of the Listing Rules. None of the
Consenting Shareholders would be required to abstain from voting on the Acquisition. Accordingly, no
extraordinary general meeting will be convened to approve the Acquisition.

9. Additional Information -

The Directors are aware of the requirement of Rule 14.16(4) of the Listing Rules which states that the
latest financial period reported on by the reporting accountants must not have ended more than six months
before the date of the circular. However, the Directors confirm that they have performed sufficient due
diligence on the CFB Group to ensure that, save as disclosed herein, up to the date of issue of this circular,
there is no event which would materially affect the information shown in the accountants’ report on CFB set
out in Appendix 1. In addition, set out in Appendix III is a copy of the unaudited interim results of the CFB
Group for the six months ended 30 June 2003. The Company will also make available to shareholders by way
of press announcement a copy of the audited interim results of the CFB Group for the six months ended 30
June 2003, once such audited results are available. The Company has applied for and the Stock Exchange has
granted a waiver from strict compliance with Rule 14.16(4) of the Listing Rules in connection with the
accountants’ report on CFB set out in Appendix I. The Company has also applied for and the Stock Exchange
has granted a waiver from compliance with the requirement of paragraph 30 of Appendix 1B to the Listing
Rules that this circular contain a statement as to the sufficiency of working capital of the Group.

Your attention is drawn to the further information contained in the Appendices to this circular.

Yours faithfully,

By Order of the Board
Wing Hang Bank, Limited
Patrick Y B Fung
Chairman



APPENDIX I ACCOUNTANTS’ REPORT

- BB BEH (T :
R - BERLOBETEMT Deloitte
Certified Public Accountants ERDBTHED 1118

26/F, Wing On Centre RN 2648 TOUC he

111 Connaught Road Central

Hong Kong ‘ TOhmatsu

1 September 2003
The Directors

Wing Hang Bank, Limited
Morgan Stanley Dean Witter Asia Limited

Dear Sirs,

We have examined the audited financial statements of Chekiang First Bank Limited (“CFB” or “the
Bank”) and its subsidiaries (together “the CFB Group”) for the each of three years ended 31 December 2002
(the “Relevant Periods”) for inclusion in the circular dated 1 September 2003 issued by Wing Hang Bank,
Limited (“WHB”) in relation to the major transaction relating to the proposed acquisition of the entire issued
share capital of CFB by WHB (the “Circular™).

Our examination was made in accordance with the Auditing Guideline “Prospectuses and the Reporting
Accountant” as recommended by the Hong Kong Society of Accountants.

We have acted as auditors of CFB and all of its subsidiaries throughout the Relevant Periods covered
by this report.

Pursuant to a conditional acquisition agreement (the “Acquisition Agreement”) entered into between
WHB and Mizuho Corporate Bank, Ltd. (“Mizuho”) dated 31 July 2003, WHB agreed to acquire the entire
issued share capital of CFB for a consideration of HK$4,800 million.

The financial information for the Relevant Periods set.out in sections A to B below has been prepared
from the audited consolidated financial statements of the CFB Group (the “Underlying Financial
Statements”) after making such adjustments as we consider appropriate.

The Underlying Financial Statements are the responsibility of the directors of CFB who approved their
issue. The directors of WHB are responsible for the contents of the Circular in which this report is included.
It is our responsibility to compile the financial information set out in this report from the Underlying
Financial Statements to form an opinion on the financial information and to report our opinion to you.

In our opinion, the financial information gives, for the purpose of this report, a true and fair view of
the state of affairs of the CFB Group as at 31 December 2000, 2001, and 2002 and of the results and cash ~
flows of the CFB Group for the Relevant Periods.
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ACCOUNTANTS’ REPORT

A. FINANCIAL INFORMATION

Consolidated income statement

Interestincome . ........................
Interest expense. . .. ... ... ... ... ...

Net interest income . . . . .........coonouu.n..
Commission income. . . ... ................
Commission expense . . .. .................
Net commissionincome . . . ................
Other operating income . .. ................

Operating income . . .....................
Operating eXpenses . . ... ... ........u.ou..

Charge for bad and doubtful debts
— general provision. . . .................
— specific provision .. ... ... oL
(Loss) gain on disposal of fixed assets. . .. ... ..

Deficit on revaluation of properties. . .........

Profit from operations . . ..................
Net share of results of jointly controlled entities. .

Profit before taxation. . ... ................
Taxation . . . ... ... i e

Profit attributable to the shareholders .........

Earnings per share. . ......... e

Year ended 31 December

Notes 2000 2001 2002
HK$’000 HK$’000 HK$’000
(restated) (restated)
2,128,188 1,387,297 806,559
(1,355,542) (819,904) (332,527)
772,646 567,393 474,032
112,629 97,883 117,116
4,417 (3,816) (3,679)
108,212 94,067 113,437
5 110,527 32,505 59,766
991,385 693,965 647,235
6 (437,066) (402,725) (357,649)
554,319 291,240 289,586
13 — — (390)
13 (37,406) (27,787) (31,957)
(5,783) 1,639 (1,571)
— (4,462) —
511,130 260,630 255,668
— — (3,925)
511,130 260,630 251,743
8 (77,532) (39,593) (44,559)
433,598 221,037 207,184
10 HK$17.34 HK$8.84 HK$8.29
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Consolidated balance sheet

As at 31 December

Notes 2000 2001 2002
HK$’000 HK$°000 HK$’000
(restated) (restated)

ASSETS
Cash and short-termfunds . .. .............. i1 10,117,191 10,051,014 9,959,167
Placements with banks and financial institutions

maturing between one and twelve months. . . . . ) 4,011,967 3,210,503 3,166,619
Certificates of depositheld. . .. ............. 89,000 139,000 127,990
Billsreceivable . ... ...... ... ... ... .. .. .. 119,306 152,602 157,253
Advances to customers and other accounts. . .. .. 12 12,490,718 12,762,262 13,326,171
Interests in jointly controlled entities. . .. ...... 15 24,500 59,500 36,575
Investments in securities. . . .. .. .. .......... 16 524,670 163,922 319,946
Fixedassets ............ ... ... . ........ 17 675,440 636,803 663,676
TOTAL ASSETS . . .. ... e 28,052,792 27,225,606 27,757,397
LIABILITIES
Deposits and balances of banks and financial

INStMtions. . .. ... 596,365 654,754 1,167,108
Deposits from customers .. ................ 18 22,138,954 22,095,496 22,204,554
Certificates of depositissued ... ............ 815,000 —_— —
Bills payable. .. .......... ... .. ... ... ... 167,799 120,663 185,566
Other accounts and provisions .............. 19 420,148 490,731 259,599
TOTAL LIABILITIES . .. ................. 24,138,266 23,361,644 23,816,827
CAPITAL RESOURCES
Share capital . . . ........ ... ... ... . 20 1,650,000 2,500,000 2,500,000
ReSEIVES. . . . v e ; 2,264,526 1,363,962 1,440,570
SHAREHOLDERS’ FUNDS. . .............. 3,914,526 3,863,962 3,940,570
TOTAL LIABILITIES AND CAPITAL

RESOURCES ......... ... ... ... .. ... 28,052,792 27,225,606 27,757,397

—_ 11 —
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Balance sheet

As at 31 December

Notes 2000 2001 2002
HK$’000 HK$°0060 HK$°0060
(restated) (restated)
ASSETS
Cash and short-term funds .. .. ............. 11 9,691,871 9,731,541 9,861,212
Placements with banks and financial institutions

maturing between one and twelve months. . . . . ‘ 3,655,936 2,958,168 3,166,619
Certificates of deposit held. . . .. ............ _ 89,000 139,000 127,990
Bills receivable . . . . ....... ... .. ... . ..... 118,306 152,602 157,253
Advances to customers and other accounts. . . . .. 12 12,477,223 - 12,748,789 13,312,496
Amounts due from subsidiary companies. . .. ... 294,530 123,995 110,720
Investments in subsidiary companies. ... ... L 14 146,907 146,907 146,907
Interests in jointly controlled entities. . . ..... . . 15 24,500 59,500 59,500
Investments in securities. . .. ... ............ 16 471,000 163,922 319,946
Fixed assets .. ... ....... ... 17 372,888 448,134 455,209
TOTAL ASSETS . . . .. .. ... ... . .. .. ... .. 27,343,161 26,672,558 27,717,852
LIABILITIES
Deposits and balances of banks and financial .

INSHEUEONS. . . . .. .o 596,365 654,754 1,167,108
Deposits from customers . ................. 18 20,865,779 20,921,090 21,442,217
Certificates of depositissued .............., 815,000 — —
Bills payable. . . ... ....... ... ... ... .... 167,799 120,663 185,566
Other accounts and provisions .. ............ 19 393,365 464,185 229,770
Amounts due to subsidiary companies......... 920,103 911,455 950,123
TOTAL LIABILITIES ... ... .. ... ... . .... 23,758,411 23,072,147 23,974,784
CAPITAL RESOURCES
Share capital . . . ....... ... ... ... .. ...... 20 1,650,000 2,500,000 2,500,000
Reserves. . ... ... ... . . . . . . . .. ., 21 1,934,750 1,100,411 1,243,068
'SHAREHOLDERS’ FUNDS. . .. ...\, 3,584,750 3,600,411 3,743,068
TOTAL LIABILITIES AND CAPITAL

RESOURCES ... ... . ... . .. . .. .. 27,343,161 26,672,558 27,717,852
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Consolidated statement of changes in equity

Balance at | January 2000

— as originally stated . . . . . .

— prior period adjustment
—Note2a..........

—asrestated. . . . ... ..

Deficit on revaluation . . . . . .

Exchange adjustment not
recognised in the income
statement. . . . . .. ...,

Net (loss)/gain not recognised in
the income statement . . . . .

Bonus share issue of 6,500,000
ordinary shares . . . . . . ..
Transfer from general reserve to
issue bonus shares . . . . . .
Profit for the year . . . . . . . .
Appropriations
Interim dividend . .". . . . .
Proposed final dividend. . . .
Proposed bonus issue . . . . .
Transfer to general reserve . .
1999 final dividend paid . . . . .
2000 interim dividend paid. . . .

Balance at | January 2001 . . . .

Deficit on revaluation . . . . . .

Exchange adjustment. . . . . . .

Realised on disposal of
properties. . . . . . . . ...

Net (loss)/gain not recognised in
the income statement . . . . .

Bonus share issue of 8,500,000
ordinary shares . . . . . . ..

Profit for the year . . . . . . . . ’

Appropriations
Interim dividend . . . . . . .
Proposed final dividend. . . .
Transfer to general reserve . .
2000 final dividend paid . . . . .
2001 interim dividend paid. . : .

Ealance at 1 January 2002 . . . .

Deficit on revaluation . . . . . .
Exchange adjustment. . . . . . .
Realised on disposal of properties

Net gain (loss) not recognized in
the income statement . . . . .

Realised on disposal of
investment properties . . . . .
Profit for the year . . . . . . ..
Appropriations-
Interim dividend . . . . . . .
Proposed final dividend. . . |
2001 final dividend paid . . . . .
2002 interim dividend paid. . . .

Balance at 31 December 2002 . .

Investment
Proposed property Property
Share General Dividend  bonus Capital revaluation revaluation Retained
capital reserve reserve issue reserve reserve reserve profits Total
HKS$’000 HK$000 HK$000 HKS$’000 HK$000 HK$000 HK$000 HKS$000 HKS$000
1,000,000 1,350,000 — 650,000 15,000 04,187 253,981 199,207 3,532,375
— — 155,000 — — — — — 155,000
— — — — —_ — —_— (3,926) (3,926)
1,000,000 1,350,000 155,000 650,000 15,000 64,187 253,981 195,281 3,683,449
— — — — — (11,522) - — (11,522)
— — — — — — — 301 301
— — — — — (11,522) — 301 (11,221)
650,000 — —  (650,000) — — — — —
—  (850,000) — — — — — 850,000 —
— — — — — — — 433,598 433,598
— — 36,300 — — — — (36,300) —
- — 181,500 - — - — (181,500 —
— - — 850,000 — - —  (850,000) -
— 150,000 — - = — —  (150,000) —
— —  (155,000) — — — — — (155,000}
— — (36,300 — — — — — (36,300)
1,650,000 650,000 181,500 850,000 15,000 52,665 253,981 261,380 3,914,526
— — — — — (21,530) (33,534) — (55.064)
— — — — — — — 37 (37
— — - — — — (3.010) 3,010 —
- - — — — (21,530) (36,544) 2,973 (55,101)
850,000 — —  (850,000) — — —_ — —
— —_ — — — - — 221,037 221,037
— — 35,000 — — — — (35,000) —
— — 75,000 — — — — (75,000) —
— 100,000 — — — — —  (100,000) —
— —  (181,500) — — — —_ —  (181,500)
— —  (35,000) — — — — — (35,000
2,500,000 750,000 75,000 — 15,000 31,135 217437 275390 3,863,962
— - — — — (21,567) (69) — (21,632)
- — — — — — — 29 29
— — — —_ — — 7n M —
— — — — — (21,567) (776) 740 (21,603)
—_ — — — — 1,027 — — 1,027
— — — — — — — 207,184 207,184
— — 35,000 — — — — (35,000) —
— — 68,000 — — — — (68,000) —
— — (75,000 — — — — — (75,000)
— — {35,000 — — — — — (35,000)
2,500,000 750,000 68,000 — 15,000 10,595 216,661 380,314 3,940,570
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Consolidated cash flow statement

Year ended 31 December

2000 2001 2002
HK$’000 HK$’000 HK$’000
(restated) (restated)

OPERATING ACTIVITIES
Profit from operations . .. ........ . ... ... .. . ... 511,130 260,630 255,668
Adjustments for:

Charge for bad and doubtful debts. . ... ... ... ... ... ... 37,406 27,787 32,347

Depreciation . .. ... ...ttt 38,007 46,226 51,520

Loss (gain) on disposal of flxed assets. . ... 5,783 (1,639) 1,571

Deficit on revaluation of properties .. .................. — 4,462

Dividend income from investments in securities . ... ....... (1,540) (2,051) (1,830)
Operating cash flows before movements in working capital . . . . . 590,786 335,415 339,276
Decrease in placements with banks and financial institutions

maturing after three months when acquired. . . ... ... ...... 533,247 408,817 435,863
Decrease (increase) in certificates of deposit held. . ... ... .. .. 285,000 (50,000) 11,010
(Increase) decrease in bills receivable . ... ....... S 64,589 (33,296) (4,651)
(Increase) decrease in advances to customers and other accounts . 2,735,965 (285,435) (605,602)
Decrease (increase) in other investments . . ................ (57,660) 360,700 —
Increase (decrease) in deposits and balances of banks '

and financial institutions repayable after three months

from the date of advance. . . .. ...... ... . . . . .. (448,930)  (200,000) 102,869
Increase (decrease) in deposits from customers. . .. .......... 1,541,160 (43,458) 109,058
Decrease in certificates of depositissued. ... .............. (1,216,416)  (815,000) —
Increase (decrease) in bills payable .. . . ... ... ... .. ..... 15,513 (47,136) 64,903
{Decrease) increase in other accounts and provmons ......... 16,664 80,433 (233,304)
Exchange adjustments . . ......... ... it 71 (30) 2,048
Cash generated from (used in) operations. . . .. ............. 4,059,989  (288,990) 221,470
Hong Kong Profits Tax paid . . .. . ... ... ... .. ... ..... (85,123) (68,773) (17,462)
Overseas tax paid . ... ...... .. .. .. (511) (1,211) (381)
Tax refund . . ... ... . 1,303 6,645 1,778
NET CASH FROM (USED IN) OPERATING ACTIVITIES .... 3,975,658 (352,329) 205,405
INVESTING ACTIVITIES ‘
Purchase of fixed assets . . . . ...... ... ... ... .. ... . ..... (100,778)  (121,598) (57,173)
Capital contribution to a jointly controlled entity .. .......... (2,500) (35,000) —
Purchases of held-to-maturity securities. . . .. .............. — (38,984) (156,024)
Proceeds from disposal of held-to-maturity securities . .. ... ... 38,620 39,032 —
Proceeds from disposal of fixed assets. . . ................. 7,607 - 6,115 6,609
Dividend received from investments in securities . . . ......... 1,540 2,051 1,830
NET CASH USED IN INVESTING ACTIVITIES ........... (55,511)  (148,384) (204,758)
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FINANCING ACTIVITIES
Dividends paid . ... ...... ... ... .. ... . .....

NET CASH USED IN FINANCING ACTIVITIES . . . ..

NET (DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS. . ... ... ... .. .
CASH AND CASH EQUIVALENTS AT 1 JANUARY ..

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

ANALYSIS OF THE BALANCES OF CASH
AND CASH EQUIVALENTS ‘
Cash and short-term funds . .. ...................
Placements with banks and financial institutions maturing
within three months when acquired . . ............
Deposits and balances of banks and financial institutions
repayable within three months from the date of advance

— 15 —

Year ended 31 December

2000 2001 2002
HK$’000 HK$’000 HK$'000
(restated) (restated)

(191,300) (216,500) (110,000)
(191,300) (216,500) (110,000)
3,728,847 (717,213) (109,353)
8,380,109 12,108,956 11,391,743
12,108,956 11,391,743 11,282,390
10,117,191 10,051,014 9,959,167
2,388,130 1,995,483 2,387,462
(396,365) (654,754) (1,064,239)
12,108,956 11,391,743 11,282,390
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B.

NOTES TO THE FINANCIAL INFORMATION

General

CFB is a public limited company incorporated in Hong Kong. It is a licensed bank under the Hong
Kong Banking Ordinance. Its ultimate holding company is Mizuho Holdings, Inc., incorporated and
listed in Japan, and its immediate holding company is Mizuho Corporate Bank, Ltd., incorporated in
Japan.

Adoption of Statements of Standard Accounting Practice

a.

In the year ended 31 December 2001, the CFB Group adopted for the first time a number of new
and revised Statements of Standard Accounting Practice (“SSAPs”) issued by the Hong Kong
Society of Accountants. Adoption of these SSAPs has led to a number of changes in the CFB
Group’s accounting policies. The revised accounting policies are set out in note 3. In addition, the
new and revised SSAPs have introduced additional and revised disclosure requirements which
have been adopted in these financial statements. Comparative amounts for the year ended 31
December 2000 have been restated in order to achieve a consistent presentation.

The adoption of these new and revised SSAPs has resulted in the following changes to the CFB
Group’s accounting policies that have affected the amounts reported for the prior periods and the
year ended 31 December 2001.

Dividends proposed or declared after the balance sheet date

In accordance with SSAP 9 (Revised) “Events after the Balance Sheet Date”, dividends proposed
or declared after the balance sheet date are not recognised as a liability, but are disclosed as a
separate component of equity as in the statement of change in equity. This change in accounting
policy has been applied retrospectively and resulted in an increase of HK$155,000,000 to the
opening balance of dividend reserve at 1 January 2000.

Leases

In accordance with SSAP 14 (Revised) “Leases”, the ‘basis of recognition of finance income from
finance leases has been changed from the net cash investment method to the net investment
method. Finance lease income is therefore allocated to accounting periods so as to reflect a
constant periodic rate of return on the CFB Group’s net investment outstanding in respect of its
finance leases. This change in accounting policy has been applied retrospectively but with no
impact to the results of the CFB Group.

In the year ended 31 December 2002, the CFB Group adopted,.for the first time, the following
new and revised SSAPs issued by the Hong Kong Society of Accountants:

SSAP 1 (Revised)...cooooveviiiiiiiiieeiiiiieeen e, Presentation of financial statements
SSAP 11 (Revised)..oovicveriiiiiiieeeeiiieceeeinieecevneen, Foreign currency translation

SSAP 15 (Revised)...cccceeeviuvieriiniiienriieeniinee e, Cash flow statements

SSAP 34 ..o FEUTU O URTUSTE R USRTUUR Employee benefits

SSAP 1 (Revised) introduced a choice for the format of presentation of the statement of changes
in equity. The adoption of SSAP 1 (Revised) resulted in a change in the format of presentation
of the statement of changes in equity.

The revisions to SSAP 11 “Foreign Currency Translation” have eliminated the choice of
translating the income statements of overseas subsidiaries at the closing rate for the period, the
policy previously followed by the CFB Group. They are now required to be translated at an
average rate. This change in accounting policy has not had any material effect on the results for
3 years ended 31 December 2002 or prior accounting periods.
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The adoption of SSAP 15 (Revised) has resulted in a change in the format of presentation of the
cash flow statement. Under SSAP 15 (Revised), cash flows are classified under three headings -
operating, investing and financing, rather than the previous five headings. Dividends, which were
previously presented under a separate heading, are classified as investing and financing cash
flows. Cash flows arising from taxes on income are classified as operating activities, unless they
can be separately identified with investing or financing activities.

SSAP 34 introduces measurement rules for employee benefits, including retirement benefit plans.
The principal effect of the implementation of SSAP 34 is in connection with the recognition of
accumulating compensated absences of employees. In the periods before 1 January 2002, the costs
of accumulating compensated absences were recognised when the absences occurred. Under
SSAP 34, the expected costs of accumulating compensated absences are recognised when the
employees render service that entitle them to future compensated absences. This change in
accounting policy has resulted in a decrease of HK$3,926,000 to the opening balance of retained
profits at 1 January 2000, a decrease in the profit for the year ended 31 December 2000 of
HK$786,000, a decrease in the profit for the year ended 31 December 2001 of HK$376,000 and
an increase in the profit for the year ended 31 December 2002 of HK$621,000.

3.  Significant accounting policies

The financial statements have been prepared under the historical cost convention, as modified for the
revaluation of certain properties and investments in securities.

The financial statements have been prepared in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies adopted are set out below.

Basis of consolidation

The consclidated financial statements incorporate the financial statements of the Bank and its
subsidiary companies made up to 31 December each year.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

All significant intercompany transactions and balances within the CFB Group have been eliminated on
consolidation.

Revenue recognition

Interest income is recognised in the income statement as it accrues. Interest income ceases to be accrued
for those debts where the contractual payments of principal and/or interest are more than two months
in arrears, irrespective of the net realisable value of collateral.

When interest has been placed'in suspense or has ceased to be accrued, accrual of interest to the income
statement is resumed only if all arrears of principal and interest from the borrower have been cleared
and it is probable that the customer is capable of fully servicing his obligations for the foreseeable
future.

Fee and commission income is accounted for in the period when receivable, except where the fee is
charged to cover the costs of a continuing service to, or risk borne for, the customer, or is interest in
nature. In these cases, the fee is recognised on an appropriate basis over the releviant period.

Dividend income from investments is recognised when the CFB Group’s right to receive payment has
been established. ‘
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Investments in subsidiaries

A subsidiary is a company in which the Bank, directly or indirectly, holds more than half of the issued
share capital, or controls more than half of the voting power, or where the Bank controls the
composition of its board of directors. '

Investments in subsidiaries are included in the Bank’s balance sheet at cost less any identified
impairment loss.

Jointly controlled entities

Joint venture arrangements which involve the establishment of a separate entity in which each venturer
has an interest are referred to as jointly controlled entities.

The CFB Group’s interests in jointly controlled entities are included in the consolidated balance sheet
at the CFB Group’s share of the net assets of the jointly controlled entities, less any identified
impairment loss. The CEB Group’s share of the post-acquisition results of its jointly controlled entities
is included in the consolidated income statement.

The Bank’s investments in jointly controlled entities are stated at cost, as reduced by any identified
impairment loss. The results of jointly controlled entities are accounted for by the Bank on the basis
of dividends received and receivable.

Fixed assets and depreciation

Fixed assets other than investment properties are stated at cost or valuation less depreciation and
accumulated impairment losses.

Bank premises are stated in the balance sheet at their revalued amount, being the fair value at the date
of revaluation less any subsequeﬁt accumulated depreciation and any subsequent impairment losses.
Revaluations are performed by professionally qualified valuers with sufficient regularity such that the
carrying amount does not differ materially from that which would be determined using fair values at
the balance sheet date.

Any revaluation increase arising on revaluation of bank premises is credited to the revaluation reserve,
except to the extent that it reverses a revaluation decrease of the same asset previously recognised as
an expense, in which case the increase is credited to the income statement to the extent of the decrease
previously charged. A decrease in net carrying amount arising on revaluation of an asset is dealt with
as an expense to the extent that it exceeds the balance, if any, on the revaluation reserve relating to a
previous revaluation of that asset. On the subsequent sale or retirement of a revalued asset, the
attributable revaluation surplus is transferred to retained profits.

Depreciation is provided to write off the cost or valuation of fixed assets other than investment
properties over their estimated useful lives and after taking into account their estimated residual values,
using the straight line method, at the following rates per annum:

Land held on leases .......ccccooeeviviiiiriiiiieiiiiciieeeeeeee Over the terms of the lease

BUildings .cooovvevrieiiiiiiiesiee e 2% - 5%

Other Properties ......ccoeevveeirinniicreeer e Over 18 years from the date of acquisition
Other fixed aSSelS....ciiiiivuriinirieiiieirieisenivererenirrnirrnrennes 5% - 20%

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between
the sale proceeds and the carrying amount of the asset and is recognised in the income statement.
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Investment properties

Investment pfoperties are completed properties which are held for their investment potential and any
rental income being negotiated at arm’s length.

Investment properties are stated at their open market value based on professional valuation at the
balance sheet date. Any revaluation increase or decrease arising on the revaluation of investment
properties is credited or charged to the investment property revaluation reserve unless the balance of
this reserve is insufficient to cover a revaluation decrease, in which case the excess of the revaluation
decrease over the balance on the investment property revaluation reserve is charged to the income
statement. Where a decrease has previously been charged to the income statement and a revaluation
increase subsequently arises, this increase is credited to the income statement to the extent of the
decrease previously charged.

Profit or loss on disposal of investment properties is calculated as the sale proceeds less the carrying
value of the properties. The portion of the revaluation reserve realised in respect of previous valuations
is transferred from the investment property revaluation reserve to the income statement for the
determination of profit or loss on disposal of investment properties.

Impairment

At each balance sheet date, the CFB Group reviews the carrying amounts of its assets to determine
whether there is any indication that those assets have suffered an impairment loss. If the recoverable
amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset
is reduced to its recoverable amount. Impairment loss is recognised as an expense immediately, unless
the relevant asset is carried at a revalued amount under another SSAP, in which case the impairment
loss is treated as a revaluation decrease under that other SSAP.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but to the extent that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an impairment loss is recognised as an income
immediately, unless the relevant asset is carried at a revalued amount under another SSAP, in which
case the reversal of the impairment loss is treated as a revaluation increase under that other SSAP.

Leased assets

Leases are classified as finance leases when the terms of the lease transfer substantially all the risks and
rewards of ownership of the assets concerned to the lessees. Amounts due from lessees under finance
leases are recorded in advances to customers and other accounts at the amount of the CFB Group’s net
investment in the leases.

Finance lease income is allocated to accounting periods so as to reflect a constant periodic rate of return
on the CFB Group’s net investment outstanding in respect of the leases.

All other leases are classified as operating leases and the rental income or expense is recognised on a
straight-line basis over the relevant lease term.

Foreign currencies

Transactions in foreign currencies are translated at the rates ruling on the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are re-translated at the rates ruling on
the balance sheet date. Profits and losses arising on exchange are dealt with in the income statement.
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On consolidation, the assets and liabilities of overseas subsidiaries which are denominated in currencies
other than Hong Kong dollar are translated at the rates ruling on the balance sheet date. Income and
expense items are translated at the average exchange rates for the period. All exchange differences
arising on consolidation are dealt with in reserves.

Advances to customers and other accounts

Advances to customers, accrued interest and other accounts are stated in the balance sheet after
deducting provision for estimated losses. Incentives on advances are amortised over a period of three
years.

Provision for bad and doubtful debts is made, having regard to both specific and general risks.

The specific element of the provision relates to those loans that have been individually reviewed and
specifically identified as bad or doubtful. Factors which are considered in the determination of specific
provision include expected cash flows, financial condition of the borrower and current economic
conditions.

The general element of the provision relates to those losses that, although not yet specifically identified,
are known from experience to be present in the CFB Group’s portfolio of loans and advances. In
determining the level of the provision required, management considers numerous factors including, but
not limited to, domestic and international economic conditions, the composition of the loan portfolio
and prior loan loss experience. '

Provisions are applied to write off advances when all securities have been realised and further
recoveries are considered unlikely. Bad debts are written off when a loss has been confirmed.

Credit risk arising from customers is closely monitored by the Credit Committee, Large Loan
Committee and Management Committee, which delegate the duties of monitoring and credit review to
officers at the appropriate levels. A thorough credit review on every advance to customer is carried out
at least once a year, while more frequent monitoring on problem loans is performed throughout the year.
Such a credit review procedure excludes standalone mortgage loans. All problem loans are monitored
closely by the Problem Loan Committee, which gives direction on the handling of problem loans. Every
advance to customer is classified according to a comprehensive credit rating system, with factors
including financial condition of the borrower and repayment history taken into account.

Loans with a specific due date are classified as overdue when the principal or interest is overdue and
remains unpaid as at the year-end date. Loans repayable by regular instalments are treated as overdue
when an instalment payment is overdue and remains unpaid as at the year-end date. Loans repayable
on demand are categorised as overdue either when a demand for repayment has been served on the
borrower but repayment has not been made in accordance with the instruction or, the loan has remained
continuously outside the approved limit that is advised to the borrower for the period in question.

Rescheduled advances refer to those loans that have been restructured or renegotiated due to the
deterioration in the financial position of the borrower or the inability of the borrower to meet the
original repayment schedule.

Rescheduled advances which have been overdue for more than three months under the revised
repayment terms are classified as overdue advances and not as rescheduled advances.

Assets acquired in exchange for advances in order to achieve an orderly realisation continue to be
reported as advances. The asset acquired is recorded at the carrying value of the advance disposed of
at the date of the exchange and provisions are based on any subsequent deterioration in its value.




APPENDIX 1 ACCOUNTANTS’ REPORT

Investments in securities
Investments in securities are recognised on a trade-date basis and are initially measured at cost.

At subsequent reporting dates, debt securities that the CFB Group has the expressed intention and
ability to hold to maturity (held-to-maturity debt securities) are measured at amortised cost, less any
impairment loss recognised to reflect the irrecoverable amount. The annual amortisation of any
discount or premium on the acquisition of a held-to-maturity security is aggregated with other
investment income receivable over the term of the instrument so that the revenue recognised in each
period represents a constant yield on the investment.

Investments other than held-to-maturity debt securities are classified as investment securities and other
investments.

Investment securities, which are securities held for an identified long-term strategic purpose, are
measured at subsequent reporting dates at cost, as reduced by any impairment loss that is other than
temporary.

Other investments are measured at fair value, with unrealised gains and losses included in net profit or
loss for the period.

Taxation

The charge for taxation is based on the results for the year as adjusted for items which are
non-assessable or disallowed. Timing differences arise from the recognition for tax purpose of certain
items of income and expense in a different accounting period from that in which they are recognised
in the financial statements. The tax effect of timing differences, computed under the liability method,
is recognised as deferred taxation in the financial statements to the extent that it is probable that a
liability or asset will crystallise in the foreseeable future.

Retirement benefit costs

Payments to defined contribution retirement benefit plan and the Mandatory Provident Fund Scheme
are charged as expenses as they fall due.

Financial derivative products

Financial derivative products, which include forward contracts, interest rate swaps and similar
derivative products, are recognised on a trade date basis and are initially measured at cost. Financial
derivative products outstanding at the year end, except for those designated as hedges, are valued at fair
value, with unrealised gains and losses included in the income statement. Gains and losses related to
those derivative products that are designated as hedges are dealt with in accordance with the accounting
treatment applicable to the position hedged. To qualify as a hedge, the derivative must effectively
reduce the price or interest rate risk of the asset, liability or anticipated transaction to which it is linked
and be designated as a hedge at inception of the derivative contract. Accordingly, changes in the market
value of the derivative must be highly correlated with changes in the market value of the underlying
hedged item at inception of the hedge and over the life of the hedge contract.

Fiduciary assets

The assets of staff provident funds and assets held in trust in a fiduciary capacity are not assets of the
CFB Group and accordingly are not included in the financial statements.
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4. Business and geographical segments
The CFB Group is mainly carrying on commercial banking business in Hong Kong. Accordingly, no
segmental analysis is presented.

5.  Other operating income

Year ended 31 December

2000 2001 2002
HK$’000 HK$’000 HK$’000
Net gain from dealing in foreign currencies . . ... ....... 23,404 19,408 24,532
Net gain (loss) on other investments . . . .............. 52,777 (18,772) —
Dividend income from investments in securities. . ....... 1,540 2,051 1,830
Rental income . .. ... i 5,926 5,190 6,747
Otherincome ... ... ... ... ... 26,880 24,628 26,657
110,527 32,505 59,766

6. Operating expenses

Year ended 31 December

2000 2001 2002
HK$’000 HK$°000 HK$’000
(restated) (restated)
Staff costs 269,110 239,701 196,384
Premises and equipment
Rental of premises under operating leases. . . ......... 16,567 16,877 19,861
Depreciation . ... ....... ... 38,007 46,226 51,520
Other eXpenses. . . .. ...ttt e e e 28,875 31,397 28,863
83,449 94,500 100,244
Other operating expenses
Auditors’ remuneration. . . . ... ... .. 1,728 1,345 1,176
Printing and stationery . ........................ 8,025 8,442 6,371
Bank and other licences . .. ..................... 7,550 9,043 8,878
Business promotion . ............ .. ... .. ... . ... 9,622 8,269 4,984
Newspaper and subscriptions. . . .................. 6,578 7,137 6,089
Problem loan expenses . .. . .......... ... ....... 8,416 4,282 4,336
Travelling and car expenses. . . . .................. 3,769 3,366 3,695
Clearing house fee . . .. ......... ... ... ... ... ..... 3,370 3,275 3,288
Credit card eXpenses. . . . . ... ..ot 2,600 3,881 4,774
Others. . . ... 32,849 19,484 16,930
84,507 68,524 60,521

437,066 402,725 357,649
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7.

Directors’ and employees’ emoluments

a. Directors’ emoluments

2000 2001 2002

Executive Others Total Executive Others Total Executive Others Total
HK$’000 HK$°000 HK$’000 HKS$°000 HKS$’000 HK$°000 HK$°000 HKS$°000 HKS$'000

Directors
Fees. . ......... 600 600 1,200 500 700 1,200 500 790 1,290
Other emoluments:

Salaries and other

benefits . . . .. 38,322 246 38,568 39,246 903 40,149 17,265 1,308 18,573
Contributions to

retirement

benefits

scheme. . . . .. 841 — 841 782 63 845 742 46 788

Total emoluments . . 39,763 846 40,609 40,528 1,666 42,194 18,507 2,144 20,651

The above amounts include directors’ fees ‘of HK$790,000 (2001: HKS$700,000 and 2000:
HK$600,000) paid to iﬁdependent non-executive directors.

Emoluments of the directors were within the following bands:

2000 2001 2002

Number of Number of Number of
directors directors directors

Nil - HK$1,000,000. . .. ... ... ... ... .. ...... ...
HK$1,000,001 - HK$1,500,000 .................... —
HK$1,500,001 - HK$2,000,000 ....................
HK$2,000,001 - HK$2,500,000. . .. .................
HK$3,500,001 - HK$4,000,000. . ...................
HK$4,000,001 - HK$4,500,000. . . ......... .. .. .....
HK$5.000,001 - HK$5,500,000. . ...................
HK$6,000,001 - HK$6,500,000. . . ..................
HK$6,500,001 - HK$7.000,000 . ...................
HK$7,000,001 - HK$7,500,000. . . .......... ... ....
HK$20,500,001 - HK$21,000,000. . .................
HK$21,000,001 - HK$21,500,000 . .. ................

[ ] e | = =] | &
| m e | | o
| e e o

U [N
N

b.  Highest paid employees

The five highest paid employees for the Relevant Periods include four directors, details of whose
emoluments are set out in note 7(a) above. The emoluments of the remaining individual are as follows:

2000 2001 2002
HK$’000 HK$’000 HK$°000
Salaries and other emoluments . . ... ................ 3,150 3,150 2,328
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The emoluments of the executive are within the following band:

2000 2001 2002
Number of Number of Number of
executives executives executives
HK$2,000,001 - HK$2,500,000. . ................... — — 1
HK$3,000,001 - HK$3,500,000. . . .................. 1 1 —

8. Taxation

(a)

(b)

The charge (credit) in the consolidated income statement comprises:

Year ended 31 December

2000 2001 2002
HK$’000 HK$°000 HK$'000
Provision for the year
Hong Kong Profits Tax. .. .................. 80,449 36,888 41,135
Overseas taxation. . . .. ..., .. 3,296 2,705 1,333
Overprovision in prior years .
Hong Kong Profits Tax. .. .................. (6,213) (13,500) (6,313)
Deferred taxation. . . ... ... . oo it i e — 13,500 8,404
77,532 39,593 44,559
Taxation in the balance sheets represents:
THE CFB GROUP THE BANK
Year ended 31 December Year ended 31 December
2000 2001 2002 2000 2001 2002

HKS$’000 HK$°000 HKS$’000 HK$°000 HK$’000 HK$’000

Tax recoverable included in
advances to customers
and other accounts . . ... — 13,896 4,550 — 12,326 4,430

Provision for taxation
included in other
accounts and provisions . 34,581 11,231 23,999 24,176 — 10,000

Deferred taxation included
in other accounts and
provisions . ... ....... — 13,500 21,904 — 13,500 21,904

Hong Kong Profits Tax is calculated at 16% of the estimated assessable profit for the Relevant
Periods. Overseas taxation is calculated at the rates prevailing in the respective jurisdiction.

The deferred tax charge represents the tax effect of timing differences arising from excess of tax
allowances over depreciation.

Deferred tax has not been provided on the revaluation surplus arising on the revaluation of bank
premises and investment properties as profits arising on the disposal of these assets would not be
subject to taxation. Accordingly, the valuation does not constitute a timing difference for tax

purposes.

There are no material unprovided deferred taxation for the year or at the balance sheet date.
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9. Dividends

Year ended 31 December
2000 2001 2002
HK$°000 HK$’000 HK$’000

Interim dividend paid — HK$2.20, HK$1.40 and

HK$1.40 per share for each of the three years

ended 31 December 2002 . ... ... ... ... .. ..., 36,300 35,000 35,000
Final dividend proposed — HK$11.00, HK$3.00 and

HK$2.72 per share for each of the three years

ended 31 December 2002 . ... ... . ... ... ... ... 181,500 75,000 68,000

217,800 110,000 103,000

10. Earnings per share

The calculation of earnings per share is based on the consolidated profit attributable to shareholders for
each of three years ended 31 December 2002 of HKS$433,598,000, HK$221,037,000 and
HKS$207,184,000 and on 25,000,000 ordinary shares in issue as at 31 December 2002.

11. Cash and short-term funds

THE CFB GROUP THE BANK
As at 31 December As at 31 December
2000 2001 2002 2000 2001 2002

HK$°000 HK$’000 HK$’000 HK$’000 HK$°000 HK$°000

Cash in hand and balances
with banks and financial
institutions maturing

within one month. . ... .. 162,006 271,183 166,049 160,976 268,522 164,406
Money at call and

short notice . ... ....... 9,039,303 8,896,082 9,085,728 8,615,013 8,579,270 8,989,416
Treasury bills (including

Exchange Fund Bills) . ... 915,882 883,749 707,390 915,882 883,749 707,390

10,117,191 10,051,014 9,959,167 9,691,871 9,731,541 9,861,212
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12. Advances to customers and other accounts

a.  Advances to customers and other accounts are as follows:

THE CFB GROUP THE BANK
As at 31 December As at 31 December
2000 2001 2002 2000 2001 2002

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HKS$’000

Advances to

customers .. ... 12,375,089 12,748,779 13,350,944 12,373,590 12,746,930 13,350,012
Less: Provision for

bad and doubtful

debts (note 13)

- General. .. ... 123,820 123,820 124,210 123,722 123,722 124,112

- Specific. D 53,914 59,836 63,465 53,837 59,836 63,465
12,197,355 12,565,123 13,163,269 12,196,031 12,563,372 13,162,435

Accrued interest . . 175,070 70,201 43,363 168,785 67,173 43,370
Other accounts . .. 118,293 126,938 119,539 112,407 118,244 106,691

12,490,718 12,762,262 13,326,171 12,477,223 12,748,789 13,312,496

b.  Details of advances to customers on which interest is being placed in suspense or has ceased to
be accrued are as follows:

THE CFB GROUP THE BANK
As at 31 December As at 31 December
2000 2001 2002 2000 2001 2002

HK$°000 HK$’000 HK$’000 HK$’000 HK$°000 HK$’000

Gross advances . .. 385,550 380,711 382,648 385,461 380,711 382,648
Less: Specific
provision. . .. .. 53,031 58,741 62,874 52,954 58,741 62,874

332,519 321,970 319,774 332,507 321,970 319,774

Percentage of such
advances to total
advances . .. ... 3.1% 3.0% 2.9% 3.1% 3.0% 2.9%

Note: According to the Bank’s revenue recognition policy, the CFB Group ceases to accrue interest on advances, secured
or unsecured, that are overdue for more than two months. However, approximately 37%, 53% and 10% of the 2002
advances, 37%, 50% and 13% of the 2001 advances and 42%, 49% and 9% of the 2000 advances which had ceased
to accrue interest were fully secured by collateral, partially secured by collateral and unsecured, respectively.
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Advances to customers include debtors’ balances under finance leases which are as follows:

THE CFB GROUP

Present value of minimum

Minimum lease payments lease payments
As at 31 December As at 31 December
2000 2001 2002 2000 2001 2002

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Amounts receivable under
finance leases:

Within one year . . . ........ 721 1,067 574 719 1,055 570
In the second to fifth
year inclusive .. . . ... .. ... 885 1,015 461 691 793 ﬂ
1,606 2,082 1,035 1,410 1,848 932
Less: Unearned finance income. . (196) (234) (103) — —_ =
Present value of minimum
lease payments receivable. ... 1,410 1,848 932 1,410 1,848 932
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14,

15,

Investments in subsidiary companies

As at 31 December

2000 2001 2002
HK$’000 HK$’000 HK$’000
The Bank
Unlisted shares, at cost. . . .. ... ..o 146,907 146,907 146,907

Particulars of the Bank’s principal subsidiary companies are as follows:

Place of incorporation

Name and operation Principal activities
C.F. Finance Company Limited. . . ............ Hong Kong Financial services
CF Overseas, Inc.. .. ....... ... ... ... ..... Delaware, U.S.A. Property investment
Chekiang First Bank (Luxembourg) S.A. . ....... Luxembourg Banking and related
" financial services
Chekiang First Bank (Nominees) Limited . . ... .. Hong Kong Nominee service
Chekiang First Bank (Trustees) Limited. . . ... ... Hong Kong Trustee service
Honfirst Investment Limited . . ... ............ Hong Kong . Futures trading
Honfirst Land Limited . . ... ................ Hong Kong Property investment
Honfirst Property Agency Limited. . . .......... Hong Kong Property agency
Chekiang First Securities Co. Limited
(formerly known as Honfirst Securities Limited) . Hong Kong Share dealing

The issued share capital of the subsidiary companies is wholly-owned by the Bank directly.

Interests in jointly controlled entities

THE CFB GROUP THE BANK
As at 31 December As at 31 December
2000 2001 2002 2000 2001 2002

HK$’000 HK$’000 HK$’000 HK$’000 HK$°000 HK$’000

Unlisted shares, at cost. . 24,500 59,500 59,500 24,500 59,500 59,500
Share of post-acquisition
results. . .......... — — (22,925) — — —

24,500 59,500 36,575 24,500 59,500 59,500
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As at the balance sheet date, the Bank had interests in the following jointly controlled entities:

Proportion
of nominal
Place of value of
Form of incorporation issued
business and Class of capital held
Name structure operation Principal activities share held by the Bank
Joint Electronic Teller Services Limited. . Corporate Hong Kong  Shared ATM network Ordinary 19.95%
Bank Consortium Holding Limited . . .. Corporate Hong Kong Investment holding Ordinary 13.33%
Card Alliance Company Limited. . . . . . Corporatc Hong Kong  Card transaction Ordinary 33.33%
processing
Net Alliance Co. Limited . . . . . . . ... Corporate Hong Kong  Internet banking Ordinary 15.00%
services -
Hong Kong Life Insurance Limited . . . . Corporatc Hong Kong ‘Insurance and Ordinary 16.67%

reinsurance services

The CFB Group’s entitlement to the profits of its jointly controlled entities is in proportion to its
ownership interest.

16. Investments in securities

THE CFB GROUP THE BANK
2000 2001 2002 2000 2001 2002
HK$’000 HK$’000 HK$°000 HK$°000 HKS$’000 HK$’000

Held-to-maturity

securities. . .. ... ... 163,705 163,657 319,681 163,705 163,657 319,681
Investment securities . . . 265 265 265 265 265 265
Other investments . . . . . 360,700 — — 307,030 — —_

524,670 163,922 319,946 471,000 163,922 319,946

— 30 —




ACCOUNTANTS’ REPORT

APPENDIX I

L60°€ET

978'961 OVT'LY VICLIE — — — — — 978°961 OVZ'LY LITV6
G81°9Z¢ 191°0L1 606°0£S — — 00L°09€ $9T S92 S97  0T6'STE 968°691 Pr6'691
9pS'yrl 910°STT 6S9°CIT — — £€09°LZ1 $9T $9¢ $9¢ I8TPP1 ISLPTT T6LSY
6£9°181 SPI‘SY 0ST°LIE — — L60'€ET — — — 6£9°181 SPI'SY €S1°p8
O661E TL6°EIT 0LY VTS — — 00L°09€ $9C S92 $9C 18961€ LS9'E9T SOL'EIT
I189'61€ LS9°€9T SELOLY — — 0£0°'L0€ — — — 189°61€ LS9'E9T SOL'EIT
(6£7'9) (6£7°9) (6€T9) — — — — — — (6£7'9) (6£2°9) (6€£7°9)
0Z6°GTE 968°691 PL6'9LY — — 0£0°'L0E — — — 0T6°STE 968°691 ¥16'691
I8TPr1 ISLPTI v6E'€le — — €09°'LTl — — — 18Tyl ISLPTI 16L°S8
6£9° 181 SPI'Sh 085°¢9T — — LTV'6LL — — — 6£9° 181 SPI‘SH  €SI'P8
$9T $9T GE6°cs  — — 0L9°€S 69T $9¢ $97 — — —

592 $9T $92 — — — $9T $9C s97 — — —

— - 0L9°¢s — — 0L9°CS — — — — — —

000.$MH 000.$MH 000.$3H 000.$MH 000.$XH 000.$MH 000.$1H 000$MH 000 $3H

000.$H  000.$MH 000 $H

2007 1007 0007 007 1002

0007

007

1002

0002

200t 1007 0007

J2qQuIDA( [ B SY

JIquIAdA( € IE SV

1IQUIIA( IE 18 SV

1IQUIN( [€ I8 SV

e, sjudunsIAul 12YIO

SANLINDIS JUIWISIAU]

SaNLINdAS L)rin)ew-0)-ppPH

* * SONILINDJS POISI| JO AN[eA IYIBIA

................. paIsiun
.................. pastr]

‘[e1oL,

* -+ - sso Jusuiredwl 10) UOISIAOIJ

................. paisijun
.................. pasi

:$3QLINDS 1o

............... ﬁ@uw:F—: -
................ paisy —

sonunoas Anbg

dnoany g4 2y



ACCOUNTANTS’ REPORT

APPENDIX I

978961 OVT'LY tP9'CLT — — LTY'6LT — — — 978°961 OPT'LY LIT'V6
S81°9TE 191°0LT 6£TLLY — — 0€0°L0E  §9T $9T S9Z  0Z6°STE 968°691 ¥¥6'691
PSPPI 910°STI 6S9°Cle — — €09°LT1  S9T $9T $9T 18P ISL'PTT 16L'S8
6£9°181 SPI‘St 085°€9T — — LTr'6Lt — — — 6£9°181 SPI‘SY €SI'P8
b6 61E CTT6'EIT 000°ILY — — 0£0°L0E  S9T $9T $9T 189°GEE LS9'€9T SOL‘E91T
189°61€ LS9°EOl SEL'OLY — — 0£0°L0¢ — — — 189°61¢ L§9°€91 SOL°C91
(6£79) (6£7°9) (6£79) — — — — — — (6£2°9) (6£2°9) (6£2°9)
0T6'STE 968°691 vL6'OLY — — 0£0°L0E — — — 076°STE 968691 t¥6°691
18T VY1 TISL'VTI p6E°€IT — — €09°LTI — — — I8TPPI ISLVTL 16L°S8
6£9°181 SIS 085°¢97 — — LTr6L1 — — — 6£9°181 SPI'SY €S1V3
$9¢ 69T $97 — — — $9T $9T s9¢  — — —

$9¢ $9T 69T — — — $9T $9T s9¢ — — —

000.$3H 000.$MH 000.$MH 000.$MH 000.$MH 600.$H 000.$MH 000.$MMH 000.$MH

000.$MH 000.$H 000.$3H

00T 1002 000T 00T 1002

000T

7007

1002

0007

00T 1002 0007

12qUIDA( [§ e SY

J2QUIANIR( I€ I8 SV

J9quIIdI(] [€ 1€ SY

QU € I8 SY

[e1oL, SIUIWISIAUT JIYJ(O)

SIMLINDIS JUIWIISIAUY

SALINDIS AJLInjewt-0)-pPH

" SONLINOJS PIISI| JO ONeA JINIBN

................ paIsI] —

sonumoas Ainbyg

quvg ayJ



ACCOUNTANTS’ REPORT

APPENDIX 1

$9¢C

G81°9Z€ I91°0L1 6£T'LLY —  —  0£0'LOE §9T  S9C 076'STE 968°691 ¥46'691
THLSLL LITLIL €610 —  —  0p6'96 S9T  S9T  S9T  LLY'SLI TSG'9I1 88691
— = gggonr —  —  9ggol — 0 —  — — = —

€8Y'9€1 186'8E 9668 — @ —  — —  —  —  £8K'0Fl ¥86'8E 966'S¢
096°€1 096'€l PIL'LOI —  —  wSL'€6 —  —  —  096'€l 096'€l 096°€l
S81'0TE 191°0L1 606°0SS —  —  00L09€ S9T  S9T  S9T  OT6'STE 968°691 Pr6'691
- = Bve — — 1spE — 00— 00—  —  —  —

TOLSLL LIT'LIL T8EP9T —  —  6TULYl S9T 9T S9T  LLY'SLL TSE'9IY 886911
— = egg9ll —  — gl — 0 —  — —  — =

€8V'OE1 186'8E 966'8€ — 0 —  — — = =  €8K'OCl ¥86'8€ 966'S¢
096'€l 096'€l PILLOI —  —  SL'e6 —  —  —  096'€l 096'€l 096°€l
000.$MH 600 $MH 000.53H 000.$MH 000 $MH 000.$¥H 000.$3MH 000.$MH 000.$3H 000.$MH 000.$H 000.$H
00T 100¢ 0007 woe 1002 0002 2007 1007 000z 00¢ 100¢ 0007

I2qudA(Y §€ e SV

Jaquidada(g I€ I8 SV

QUG IE I€ SY

2D I 18 SY

feog,

SHIIWISIAUT IO

SANEINIIS JUIRIISIAUY

SIANIAS AJlanjews-03- PRy

................ m:cﬂuﬂﬂomhoo
© T SUONMINSUL [EIDUBUL} pUE SUeg
.......... SOIIIUD 10Y90S OlqRgd

........... syueq [EIU20 puE
sjuoWIuIdA0S Jenua))

yung 24|

..................... SIYQ
................ m:Oﬁ@LOQhOU

©* U suopmysul [eIoUBUL] pue syueg

.......... S31IUD 103008 d1gng

........... syueq [eIusd pue
SIUSWUIIA0S [eNIUI))

dnoi9 g40 Y[

:smoJjoj se sonnyua Juinsst £q porlodar pue pasAjeur dIe S9NINOIS Ul SJUSUIISIAUT

33 —



APPENDIX I

ACCOUNTANTS’ REPORT

17. Fixed Assets

The CFB Group

COST OR VALUATION

At 1 Japuary 2000. . ............
Additions .. ..................
Disposals . ...................
Reclassifications . ..............
Deficit on revaluation . ..........
Exchange adjustment . . .. ........

At 31 December 2000 .. .........

Comprising:
Atcost. . ... ... i

ACCUMULATED DEPRECIATION

At 1 January 2000. .............
Charge for the year . . .. .........
Released on disposal .. ..........
Exchange adjustment . . ..........

At 31 December 2000 . . ... ......

NET BOOK VALUES .
At 31 December 2000 .. .........

Furniture,
fixtures,
equipment
Bank Investment Other and motor
premises properties properties vehicles Total

HKS$’000 HK$°000 HK$’000 HK$’000 HK$’000

356,639 153,267 42,022 221,021 772,949
17,638 3,353 — 79,787 100,778
— — (5,000) (16,505) (21,505)
6,652 (6,652) — — —_
— {11,522) — — (11,522)
— 107 — 17 124

380,929 138,553 37,022 284,320 840,824

18,838 31,223 37,022 284,320 371,403

355,439 — — — 355,439
6,652 —_ — — 6,652
— 107,330 — — 107,330

380,929 138,553 37,022 284,320 840,824

9,486 13,615 10,070 102,201 135,372

9,649 867 1,391 26,100 38,007
_ _ — (8,115) (8,115)
_ 114 — 6 120

19,135 14,596 11,461 120,192 165,384

361,794 123,957 25,561 164,128 675,440
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Furniture,
fixtures,
equipment
Bank Investment Other and motor
premises properties properties vehicles Total

HK$°000 HK$’000 HK$’000 HKS$’000 HK$’000

COST OR VALUATION

At 1 January 2001 ............. 380,929 138,553 37,022 284,320 840,824

Additions . . ........ .. ... ... .. 37,483 81 — 84,034 121,598

Disposals . ................... (3,800) — — (5,844) (9,644)
Reclassifications . .. ............ 14,755 (14,755) — — —

Deficit on revaluation ........... (67,509) (21,530) —_ — (89,039)
Exchange adjustment . . .. .. ...... (8) 3) — (D (12)
At 31 December 2001 ... ........ 361,850 102,346 37,022 362,509 863,727

Comprising:

AtCost. . ... 23,999 8,001 37,022 362,509 431,531

At valuation in 2001 . ........... 337,851 94,345 — — 432,196

361,850 102,346 37,022 362,509 863,727

ACCUMULATED DEPRECIATION

At 1 January 2001.............. 19,135 14,596 11,461 120,192 165,384
Charge for the year . . ... .. ... ... 11,424 235 1,824 32,743 46,226
Released on disposal . . .... ... ... (340) — — (4,828) (5,168)
Adjustment on revaluation . . ... ... (29,513) —_ — — (29,513)
Reclassification. . . ............. 10,947 (10,947) — — —
Exchange adjustment . . .. ........ 3 N — N 5)
At 31 December 2001 ... ........ 11,650 3,883 13,285 148,106 176,924
NET BOOK VALUES

At 31 December 2001 . .......... 350,200 98,463 23,737 214,403 686,803
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Furniture,
fixtures,
equipment
Bank Investment Other and motor
premises properties properties vehicles Total

HK3°000 HK$°000 HK$’000 HK$°000 HK$°000

COST OR VALUATION

At 1 January 2002.............. 361,850 102,346 37,022 362,509 863,727
Additions . . ........... .. ..... 5,781 108 —_ 51,284 57,173
Disposals . ................... (4,700) (2,700) — (1,620) (9,020)
Reclassifications ... ............ 4,782 (4,951) — — (169)
Deficit on revaluation .. ......... — (21,632) — — (21,632)
Exchange adjustment . . .. ........ 8 2 — — 10
At 31 December 2002 .. ... ...... 367,721 73,173 37,022 412,173 890,089
Comprising: ’

Atcost. ... ... ... 5,337 —_ — 412,173 417,510
At valuation - 2001 . ............ 362,384 — 37,022 — 399,406
At valuation - 2002 . ............ — 73,173 —_ — 73,173

367,721 73,173 37,022 412,173 890,089

ACCUMULATED DEPRECIATION

At 1 January 2002.............. 11,650 3,883 13,285 148,106 176,924
Charge forthe year . . ........... 11,434 255 1,825 38,006 51,520
Released on disposal ... ... ... ... (436) — — (1,431) (1,867)
Reclassification. . .. ............ (169) —_ — — (169)
Exchange adjustment . . . ... ...... 3 1 — 1 5
At 31 December 2002 .. ......... 22,482 4,139 15,110 184,682 226,413
NET BOOK VALUES

At 31 December 2002 .. ... ...... 345,239 69,034 21,912 227,491 663,676
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Investment properties held in Hong Kong were revalued at 31 December 2000 on an open market value
basis by DTZ Debenham Tie Leung Limited and Larry H.C. Tam & Associates Limited, both
independent professional valuers. The deficit arising on revaluation amounted to approximately
HK$11,522,000 has been charged to the investment property revaluation reserve.

At 31 December 2000, certain bank premises are stated at valuations made at 31 December 1998 and
31 December 1999 by DTZ Debenham Tie Leung Limited, an independent professional valuer, on an
open market value basis.

Investment properties held in Hong Kong were revalued at 31 December 2001 on an open market value
basis by DTZ Debenham Tie Leung Limited, an independent professional valuer. The deéficit arising on
revaluation amounted to approximately HK$21,530,000 has been charged to the investment property
revaluation reserve.

Certain bank premises are stated at valuations made at 31 December 2001 by DTZ Debenham Tie
Leung Limited, an independent professional valuer, on an open market value basis. This valuation gave

rise to a deficit of HK$37,996,000, of which HK$4,462,000 and HK$33,534,000 have been charged to

the income statement and the property revaluation reserve, respectively.

Investment properties held in Hong Kong were revalued at 31 December 2002 on an open market value
basis by DTZ Debenham Tie Leung Limited, an independent professional valuer. The deficit arising on
revaluation amounted to approximately HK$21,632,000, of which HK$21,567,000, and HK$65,000
have been charged to the investment property revaluation reserve and the property revaluation reserve,
respectively. ‘

Investment properties held in U.S.A. are stated at cost less accumulated depreciation.

If bank premises had not been revalued, they would have been included in these financial statements
at historical cost less accumulated depreciation at the end of each of the three years ended 31 December
2002, amounting to HK$89,158,000, HK$121,112,000 and HK$115,254,000.
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The Bank
Furniture,
fixtures,
equipment
Investment Bank Other and motor
properties premises properties vehicles Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

COST OR VALUATION

At 1 January 2000. . ............ — 180,700 42,022 216,544 439,266
Additions . ....... . .. oL — 17,638 — 77,037 94,675
Disposals . ................... — — (5,000) (16,491) (21,491)
Exchange adjustment . . .......... — — — 12 12
At 31 December 2000 ........... — 198,338 37,022 277,102 512,462
Comprising:

Atcost. . ... .o — 18,838 37,022 277,102 332,962
At valuation - 1998 . .. .. ... .. ... — 179,500 — - 179,500

— 198,338 37,022 277,102 512,462

ACCUMULATED DEPRECIATION

At 1 January 2000.............. — 5,340 10,070 99,904 115,314

Charge forthe year . . ... ........ — 5,424 1,391 25,535 32,350

Released on disposal . ........... —_ — — (8,094) (8,094)
Exchange adjustment . . . ... .. .... — — o — 4 4

At 31 December 2000 .. ......... — 10,764 11,461 117,349 139,574

NET BOOK VALUES

At 31 December 2000 ... ... ... .. — 187,574 25,561 159,753 372,888

COST OR VALUATION

At 1 January 2001.............. —_ 198,338 37,022 277,102 512,462

Additions .. .................. — 37,237 — 83,264 120,501

Disposals .. .................. — (3,800) — (5,695) (9,493)
Deficit on revaluation ........... — (17,375) — — (17,375)
Exchange adjustment . . .. ........ — — — N (1)
At 31 December 2001 ... .. ...... — 214,400 37,022 354,670 606,092

Comprising:

Atcost. ... ... ... .. . ... ... — — 37,022 354,670 391,692
At valuation - 2001 .. ........... — 214,400 — — 214,400

— 214,400 37,022 354,670 606,092

ACCUMULATED DEPRECIATION

At 1 January 2001.............. — 10,764 11,461 117,349 139,574
Charge forthe year . .. .......... — 6,340 1,825 - 32,001 40,166
Released on disposal . ........... — (340) — (4,678) (5,018)
Adjustment on revaluation . ....... — (16,764) — — (16,764)
At 31 December 2001 . ......... . — — 13,286 144,672 157,958
NET BOOK VALUES

At 31 December 2001 ........... — 214,400 23,736 209,998 448,134
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Furniture,
fixtures, °
equipment
Investment Bank Other and motor
properties premises properties vehicles Total

HK$°000 HK$°000 HKS$’000 HK$°000 HKS$°000

COST OR VALUATION

At 1 Januvary 2002.............. — 214,400 37,022 354,670 606,092
Additions . . .................. — 5,459 — 51,105 56,564
Disposals . ................... — (2,000) — (983) (2,983)
Reclassifications . . ............. 4,559 (4,600) — — 41
Deficit on revaluation ........... (1,259) — — — (1,259)
Exchange adjustment . . ... ....... — — — 1 1
At 31 December 2002 . ... ... .... 3,300 213,259 37,022 404,793 658,374
Comprising:
Atcost. ... ... ... . . . L. — —_ — 404,793 404,793
At valuation - 2001 . . ... ... .... — 213,259 37,022 — 250,281
At valuation - 2002 . . . ... ... .... 3,300 —_ — —_— 3,300
3,300 213,259 37,022 404,793 658,374
ACCUMULATED
DEPRECIATION
At 1 January 2002.............. — — 13,286 144,672 157,958
Charge for the year . ... ... ...... — 7,157 1,825 37,248 46,230
Released on disposal .. ... ....... — (50) — (932) (982)
Reclassification. . . ............. — 41 — — 41D
At 31 December 2002 .. ... ...... — 7,066 15,111 180,988 203,165
NET BOOK VALUES
At 31 December 2002 . ... .... ... 3,300 206,193 21,911 223,805 455,209

At 31 December 2000, certain bank premises are stated at a valuation made at 31 December 1998 by
DTZ Debenham Tie Leung Limited, an independent professional valuer, on an open market value basis.

At 31 December 2001, certain bank premises are stated at a valuation made at 31 December 2001 by
DTZ Debenham Tie Leung Limited, an independent professional valuer, on an open market value basis.
This valuation gave rise to a deficit of HK$611,000 of which a deficit of HK$4,179,000 and a surplus
of HK$3,568,000 have been charged to the income statement and the property revaluation reserve,
respectively.

At 31 December 2002, investment properties held in Hong Kong were revalued at 31 December 2002
on an open market basis by DTZ Debenham Tie Leung Limited, an independent professional valuer.
The deficit arising on revaluation amounted to approximately HK$1,259,000, of which HK$65,000 and
HK$1,194,000 have been charged to the property revaluation reserve and the income statement,
respectively.

If bank premises had not been revalued, they would have been included in these financial statements
at historical cost less accumulated depreciation at the end of each of the three years ended 31 December
2002, amounting to HK$71,041,000, HK$104,013,000 and HK$95,489,000.
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The net book value of bank premises and investment properties comprises:

THE CFB GROUP THE BANK
As at 31 December As at 31 December
2000 2001 2002 2000 2001 2002

HK$’000 HKS$’000 HK$’000 HK$’000 HK$°000 HK$’000

Land in Hong Kong

— Long leases . ...... 398,750 197,695 276,874 128,395 110,200 97,639
— Medium-term leases . 69,914 234,500 121,436 59,179 104,200 111,854
Land outside Hong Kong

— Long leases ....... 17,087 16,468 15,963 — — —

485,751 448,663 414,273 187,574 214,400 209,493

A long lease is defined as a lease with an unexpired term of not less than fifty years, while a
medium-term lease is defined as a lease with a term of ten to fifty years to run at the balance sheet date.

18. Deposits from customers

THE CFB GROUP THE BANK
As at 31 December As at 31 December
2000 2001 2002 2000 2001 2002

HK$°000 HK$°000 HK$000 HK$°000 HK$’000 HK$’000

Demand and current. . . . 903,166 1,004,439 1,063,898 903,166 1,004,439 1,063,898
Savings ............ 2,328,828 2,674,659 2,892,979 2,328,665 2,673,849 2,888,974
Time, call and notice . . . 18,906,960 18,416,398 18,247,677 17,633,948 17,242,802 17,489,345

22,138,954 22,095,496 22,204,554 20,865,779 20,921,090 21,442,217

19. Other accounts and provisions

THE CFB GROUP THE BANK
As at 31 December As at 31 December
2000 2001 2002 2000 2001 2002
HK$’000 HK$’000 HK$’000 HK$’000 HK$°000 HK$’000
(restated) (restated) (restated) (restated)
Interest payable. ... ... 146,741 48,119 31,484 142,167 46,016 31,889
Others . ............ 273,407 442,612 228,115 251,198 418,169 197,881

420,148 490,731 259,599 393,365 464,185 229,770
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20. Share capital

As at 31 December

2000 2001 2002
HK$’000 HK$’000 HK$’000
" Authorised:
At 1 January

30,000,000 (2001: 20,000,000 and 2000: 20,000,000)

ordinary shares of HK$100 each. ... ........... 2,000,000 2,000,000 3,000,000
Increase of 10,000,000 ordinary shares of

HK$100 each in 2001 ... ................... — 1,000,000 —

At 31 December
30,000,000 (2001: 30,000,000 and 2000: 20,000,000)
ordinary shares of HK$100 each . . . .. ... .... ... 2,000,000 3,000,000 3,000,000

Issued and fully paid:
At 1 January
25,000,000 (2001: 16,500,000 and 2000: 10,000,000)

ordinary shares of HK$100 each. .. ... ... ... ... 1,000,000 1,650,000 2,500,000
Bonus share issue of 8,500,000 and 6,500,000 ordinary
shares in 2001 and 2000 respectively. . .. .. ... ... 650,000 850,000 —

At 31 December
25,000,000 (2001: 25,000,000 and 2000: 16,500,000)
ordinary shares of HK$100 each. .. ... ... .... .. 1,650,000 2,500,000 2,500,000
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21. Reserves

The Bank
Proposed Property
General Dividend bonus revaluation  Retained
reserve reserve issue reserve profits Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’'000 HK$’000

Balance-at 1 January 2000

- as originally stated . . . . ... ... 1,350,000 — 650,000 156,641 88,519 2,245,160
- prior period adjustment

-Note2a............... — 155,000 — — — 155,000

-Note2b .. . ... —_ — —_ — (3,926) (3,926)
-asrestated . ... ... ... ... 1,350,000 155,000 650,000 156,641 84,593 2,396,234
Bonus share issue of 6,500,000

ordinary shares. . . . .. ... ... — — (650,000) — — (650,000)
Profit for the year. . . . . . ... ... — — — — 379,926 379,926
Transfer from general reserve to

issue bonus shares . . . . ... ... (850,000) — — — 850,000 —
Appropriations

Interim dividend . . . . . ... ... — 36,300 — —_ (36,300) —_—

Proposed final dividend . . . . . . . — 181,500 —_ —_ (181,500) —

Proposed bonus issue . . . ... .. — — 850,000 — (850,000) —

Transfer to general reserve . . . . . 150,000 — — — (150,000) —
Exchange adjustment . . . . ... ... — — — — (110) (110)
1999 final dividend paid . . . . . . . . — (155,000) — — — (155,000)
2000 interim dividend paid. . . . . . . — (36,300) —_— —_ — (36,300)
Balance at 1 January 2001 . . . . . .. 650,000 181,500 850,000 156,641 96,609 1,934,750
Bonus share issue of 8,500,000

ordinary shares. . . . .. ... ... — —_— (850,000) —_ — (850,000)
Profit for the year. . . .. .. ... .. — — —_ — 228,594 228,594
Surplus on revaluation . . .. ... .. —_ — —_ 3,568 —_ 3,568
Realised on disposal of properties. . . — — — (3,010) 3,010 —
Appropriations

Interim dividend . . . . . ... ... — 35,000 — — (35,000) —

Proposed final dividend . . . . . . . — 75,000 _— — (75,000) —_

Transfer to general reserve . . . . . 100,000 — — = (100,000) —
Exchange adjustment . . . .. ... .. — — — — €] @))]
2000 final dividend paid . . . . . . . . — (181,500) — — — (181,500)
2001 interim dividend paid. . . . . . . — (35,000) — — — (35,000)
Balance at 1 January 2002 . . . . . .. 750,000 75,000 —_— 157,199 118,212 1,100,411
Profit for the year. . . . ... ... .. — — — — 252,727 252,727
Deficit on revaluation. . . . . ... .. —_ — — (65) — (65)
Realised on disposal of properties. . . — — — (364) 364 —
Appropriations

Interim dividend . . . . .. .. ... — 35,000 — — (35,000 —

Proposed final dividend . . . . . . . — 68,000 — — (68,000) —
Exchange adjustment . . . . ... ... — — — —_— (5) (&)
2001 final dividend paid . . . ... .. — (75,000) — — — (75,000)
2002 interim dividend paid. . . . . . . — (35,000) — — — (35,000)
Balance at 31 December 2002 . . . . . 750,000 68,000 — 156,770 268,298 1,243,068




APPENDIX 1

ACCOUNTANTS’ REPORT

22, Transactions with group companies and related parties

Included in the balance sheets and consolidated income statement are balances and transactions with

group companies and related parties as follows:

a. Amounts due from (to) immediate holding company

THE CFB GROUP

THE BANK

As at 31 December

As at 31 December

2000 2001 2002

2000 2001 2002

HK$’000 HK$000 HK$’000

Cash and short-term funds:
Cash in hand and balances
with banks and financial
institutions maturing

within one month . . . ... 5,713 9,402 10,144
Money at call and short
notice . ............. 726,080 597,500 113,588

HK$’000 HK$°000 HK$000

5,713 9,324 9,794

714,502 584,760 113,588

Placements with banks and
financial institutions
maturing between one
and twelve months . . ... 163,783 432,533 140,000

163,783 432,533 140,000

Deposits and balances of
banks and financial

institutions . . .. ....... (278,607) (179,906) (202,780) (278,607) (179,906) (202,780)

b.  Amounts due from (to) fellow subsidiary companies

THE CFB GROUP

THE BANK

As at 31 December

As at 31 December

© 2000 2001 2002

2000 2001 2002

HKS$’000 HK$’000 HK$°000

Cash and short-term funds:
Cash in hand and balances
with banks and financial
institutions maturing
within one month . ... .. 747 1,874 883
Money at call and short
notice .............. 420,899 293,740 80,638

HK$°000 HK$°000 HK$°000

90 85 86

38,996 — —

Placements with banks and
financial institutions
maturing between one
and twelve months . . ... 356,032 239,596 7,799

— — 7,799

Deposits and balances of
banks and financial

institutions . . .. ....... (200,203) (890) (5,737) (200,203) (890) (5,737)
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23.

24.

25.

¢.  Loans to jointly controlled entities

Included in advances to customers and other accounts are loans to jointly controlled entities amounting
to HK$18,800,000, HK$37,050,000 and HK$39,750,000 at the end of each of the three years ended 31
December 2002. These are unsecured, non-interest bearing and have no fixed repayment terms, except
for a loan amounting to HK$27,000,000 as at 31 December 2001 and HK$31,000,000 as at 31
December 2002 which is repayable in 2008.

d.  Transactions with group companies

During the Relevant Periods, the Bank has normal inter-bank lending and borrowing transactions with
its immediate holding company and fellow subsidiary companies. Interest income from immediate
holding company and fellow subsidiary companies amounted to HK$97,687,000, HK$66,728,000 and
HK$17,126,000 for each of the three years ended 31 December 2002, respectively. Interest expenses
to immediate holding company and fellow subsidiary companies amounted to HK$21,312,000,
HK$5,785,000 and HK$1,808,000 for each of the three years ended 31 December 2002, respectively.
All transactions were carried out on mutually agreed terms.

Major non-cash transaction

For the year ended 31 December 2000, 6,500,000 new ordinary shares were issued to the shareholders
by the capitalisation of the HK$650,000,000 proposed bonus issue in 1999.

For the year ended 31 December 2001, 8,500,000 new ordinary shares were issued to the shareholders
by the capitalisation of the HK$850,000,000 proposed bonus issue in 2000.

Loans to officers

THE CFB GROUP AND THE BANK

As at 31 December

2000 2001 2002
HK$’000 HK$’000 HK$’000
The aggregate of relevant loans to officers
disclosed pursuant to Section 161B(4B) of the
Companies Ordinance is as follows:
Aggregate balance of relevant loans
outstanding at 31 December. ... ... ... ... ...... 47,642 45,338 28,789
Maximum aggregate amount of relevant loans
outstanding during the year .. .................. 57,006 50,931 53,763

Pledge of assets

THE CFB GROUP AND THE BANK

As at 31 December

2000 2001 2002
HK$’000 HK$’000 HK$’000
Aggregate amount of pledged assets at 31 December . . . .. 7,799 7,797 7,799

The amount represents a time deposit amounting to US$1,000,000 at the end of each of the three years
ended 31 December 2002 pledged as collateral with the State of California in compliance with the
statutory requirements of the State of California.
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26.

27.

Capital commitments

THE CFB GROUP AND THE BANK

As at 31 December

2000 2001 2002
HK$’000 HK$°000 HK$’000
Capital expenditure in respect of acquisition
of fixed assets contracted for but not
provided in the financial statements................ 95,722 25,091 9,930

Operating lease commitments

a. The CFB Group as lessee

At the balance sheet date, the CFB Group and the Bank had commitments for future minimum lease
payments under non-cancellable operating leases of office premises which fall due as follows:

THE CFB GROUP THE BANK
As at 31 December As at 31 December
2000 2001 2002 2000 2001 2002

HK$’000 HK$°000 HK$’000 HK$°000 HK$’000 HK$’000

Within one year. . .. ... 10,518 5,589 11,015 23,797 20,479 23,460

In the second to fifth
year inclusive. . . .. .. 3,340 2,170 12,350 22,922 14,714 13,953
13,858 7,759 23,365 46,719 35,193 37,413

Operating lease payments represent rentals payable by the CFB Group for certain of its leased premises.

Leases are negotiated for an average term of three years and rentals are fixed for an average of three
years.

b. The CFB Group as lessor

Property rental income earned during each of the three years ended 31 December 2002 amounted to
HK$4,091,550, HK$8,885,000 and HK$6,747,000, respectively. All of the properties held have
committed tenants for the next three years.

At the balance sheet date, the CFB Group had contracted with tenants for the following future minimum
lease payments:

THE CFB GROUP
As at 31 December

2000 2001 2002
HK$’000 HK$°000 HK$°000
Within one year. . . ... .. . i 4,423 7,076 5,174
In the second to fifth year inclusive . ................ 3,346 7,323 6,221
After five years. . . . .. ... . ... — 1,831 733
7,769 16,230 12,128

— 45 —



APPENDIX 1 ACCOUNTANTS’ REPORT

28.

29.

Retirement benefit schemes

The CFB Group participates in both a defined contribution scheme (the “ORSO Scheme”) which is
registered under the Occupational Retirement Schemes Ordinance and a Mandatory Provident Fund
Scheme established under the Mandatory Provident Fund Ordinance in December 2000.

The total cost charged to income statement for each of the three years ended 31 December 2002 of
HK$10,060,000, HK$12,191,000 and HK$10,978,000, respectively represents contributions payable, to
the schemes by the CFB Group in respect of the Relevant Periods. As at the balance sheet date, there
were no contributions due in respect of the reporting period which has not been paid over to the
schemes.

The CFB Group operated a defined benefit plan for qualifying employees, under which the employees
who were members of the plan were entitled to retirement benefits based on the final salary upon
attainment of retirement age. The defined benefit plan was terminated on 5 December 2002, with
arrangements made for the CFB Group to discharge all of its obligations and liabilities under the plan.
Employees who were members of the plan were offered a choice of taking a 20% payment from the plan
and transferring the remaining balance of the augmented benefit to the ORSO Scheme, or switching the
entire augmented benefit to the ORSO Scheme. Contributions made by the CFB Group to the defined
benefit plan for each of the three years ended 31 December 2002 amounted to HK$14,643,000,
HK$3,600,000 and HKS$Nil, respectively.

Off-balance-sheet exposures

a.  Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class-of contingent liabilities
and commitments: ‘

As at 31 December

2000 2001 2002
HKS$’0600 HK$’000 HKS$’000
Direct credit substitutes . . .. ....... ... . ... .. ... 114,563 98,719 296,898
Transaction-related contingencies . .................. 10,166 10,510 26,265
Trade-related contingencies. . . .. ................... 803,411 598,023 553,540
Other commitments:
With an original maturity of under one year or
which are unconditionally cancellable. . ... ........ 1,831,515 2,309,268 1,989,643
With an original maturity of overone year. ... ....... — — 527,447

2,759,655 3,016,520 3,393,793
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b.  Derivatives

The following is a summary of the notional amounts of each significant type of derivatives:

As at 31 December
2000 2001 2002

Hedging Trading  Total  Hedging Trading  Total Hedging Trading Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$'000 HK$’000 HKS$’000

Forward exchange rate

contracts . . . . ... 664,505 — 664,505 1,333,133 — 1,333,133 18,049,667 — 18,049,667
Exchange rate option
contracts . . . . . .. — — — — — — 155,979 — 155,979
Interest rate swap :
contracts . . . . . .. 335,984 — 335984 116,952 — 116,952 353,468 — 353,468
Equity option contracts. —_ — — — — — 51,819 — 51,819
1,000,489 — 1,000,489 1,450,085 — 1,450,085 18,610,933 — 18,610,933

Note: At 31 December 2002 out of the HK$18,049,667,000 forward exchange rate contracts, HK$17,173,000,000 was related
to customer - initiated positions which have been fully hedged by the Bank. Other than the disclosed above, none has been
fully hedged by the Bank for the three years ended 31 December 2002.

Notional amounts shown above indicate the volume of transactions outstanding; they do not represent
amounis at risk.

The replacement costs and credit risk weighted amounts of the above off-balance-sheet exposures are
as follows:

As at 31 December

2000 2001 2002
Credit risk Credit risk Credit risk
Replacement weighted Replacement weighted Replacement weighted
cost amount cost amount cost amount

HK$°000 HK$’000 HK$°000 HK$’000 HK$’000 HKS$’000

Contingent liabilities and

commitments . . ... .. — 108,337 — 84,802 — 675,227
Forward exchange rate

contracts . . ........ 3,934 3,169 6,616 3,933 14,874 68,155
Exchange rate option

contracts . . ........ — — — — — 781
Interest rate swap

contracts ... ....... 6,504 1,534 — 117 3,034 1,058
Equity option contracts . — — — — . — 1,555

10,438 113,040 6,616 88,852 17,908 746,776

These amounts do not take into account the effects of bilateral netting arrangements.

Replacement cost of contracts represents the mark-to-market adjustment on all contracts with a positive
value. Replacement cost is a close approximation of the credit risk for these contracts as at the balance
sheet date.

The credit risk weighted amounts are the amounts which have been calculated in accordance with the
Third Schedule of the Banking Ordinance and guidelines issued by the Hong Kong Monetary Authority.
The amounts calculated are dependent upon the status of the counter party and the maturity
characteristics of each type of contracts.
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30. Maturity profile

The maturity profile of certain assets and liabilities of the CFB Group and the Bank as at 31 December
2000 are analysed as follows:

Repayable
within

3 months  Repayable Repayable
or less after after

(except those 3 months 1 year Repayable
Repayable  repayable  but within but within after
on demand on demand) 1 year 5 years 5 years Undated Total

HK$'000 HK$’000 HK$'000 HK$000 HK$'000 HK$000 HK$ 000

THE CFB GROUP

Assets
Placements with banks and

financial institutions. . . . . —_ 3,170,439 841,528 — — — 4,011,967
Certificates of deposit held. . . — — — 89,000 — — 89,000
Debt securities included in. . .
- other investments . . . . . .. 53,186 42,203 65,054 109,733 36,854 — 307,030
- held-to-maturity securities . . — — —_ 116,988 52,956 — 169,944
Advances to customers . . . . . 1,371,582 1,477,231 1,605,785 4,865,721 3,047,451 7,319 12,375,089
Liabilities
Deposits and balances of

banks and financial

institutions . . . . ... ... 396,365 — 200,000 — — — 596,365
Deposits from customers . . . 3,702,731 17,141,856 1,290,419 3,948 — — 22,138,954
Certificates of deposit issued . — 100,000 715,000 — — —_ 815,000
THE BANK
Assets
Placements with banks and

financial institutions. . . . . — 2,969,690 686,246 — —_ — 3,655,936
Certificates of deposit held. . . — — — 89,000 — — 89,000
Debt securities included in
- other investments . . . . . .. 53,186 42,203 65,054 109,733 36,854 — 307,030
- held-to-maturity securities . . — — — 116,988 52,956 — 169,944
Advances 1o customers . . . . . 1,371,582 1,477,145 1,605,153 4,865,030 3,047,451 7,229 12,373,590
Liabilities
Deposits and balances of

banks and financial

institutions . . . .. ... .. 396,365 — 200,000 — — — 596,365
Deposits from customers. . . . 3,702,568 16,018,621 1,140,642 3,948 — — 20,865,779
Certificates of deposit issued . — 100,000 715,000 — — —_— 815,000
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The maturity profile of certain assets and liabilities of the CFB Group and the Bank as at 31 December
2001 are analysed as follows:

Repayable
within

3 months  Repayable Repayable
or less after after

(except those 3 months 1 year Repayable
Repayable  repayable  but within but within after
on demand on demand) 1 year S years 5 years Undated Total

HK$’000 HK$’000 HK$'000 HKS$000 HKS$'000 HK$000 HKS$’000

THE CFB GROUP
Assets
Placements with banks and

financial institutions. . . . . —_ 2,172,105 1,038,398 — — — 3,210,503
Certificates of deposit held. . . — — 39,000 50,000 — —_ 139,000
Debt securities included in

held-to-maturity securities . — — — 155,936 13,960 — 169,896
Advances to customers . . . . . 1,123,590 1,572,920 1,463,620 3,844,092 4,718,758 25,799 12,748,779
Liabilities

Deposits and balances of
banks and financial

institutions . . . . .. .. .. 41,891 612,863 — - —_ —_ 654,754
Deposits from customers. . . . 4,371,016 16,509,325 1,214,216 939 — — 22,095,496
THE BANK
Assets

Placements with banks and

* financial institutions. . . .. — 2,048,604 909,564 — — — 2,958,168
Certificates of deposit held. . . — — 89,000 50,000 — —_ 139,000
Debt securities included in

held-to-maturity securities . — — — 155,936 13,960 — 169,896
Advances to customers . . . . . 1,123,590 1,572,628 1,462,857 3,843,298 4,718,758 25,799 12,746,930
Liabilities

Deposits and balances of

banks and financial

institutions . . . . ... ... 41,891 612,863 — — — — 654,754
Deposits from customers . . . . 4,370,205 15,462,111 1,087,835 939 — — 20,921,090
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31.

The maturity profile of certain assets and liabilities of the CFB Group and the Bank as at 31 December
2002 are analysed as follows:

Repayable
within

3 months Repayable Repayable
or less after after

(except those 3 months 1 year Repayable
Repayable  repayable  but within but within after .
on demand on demand) 1 year 5 years 5 years Undated Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$000 HK$’000 HKS$’000

THE CFB GROUP

Assets
Placements with banks and

financial institutions. . . . . — 2,782,943 383,676 —_ — — 3,166,619
Certificates of deposit held. . . — _— 127,990 — _— —_ 127,990
Debt securities included in

held-to-maturity securities . — — 77,990 155,980 91,950 — 325,920
Advances to customers . . . . . 1,117,581 2,120,585 1,441,777 3,681,966 4,932,673 56,362 13,350,944
Liabilities

Deposits and balances of
banks and financial

institutions . . . . ... ... 26,147 1,140,961 — — — — 1,167,108
Deposits from customers . . . . 4,523,266 16,354,426 1,197,993 128,869 — — 22,204,554
THE BANK
Assets
Placements with banks and

financial institutions. . . . . —_ 2,782,943 383,676 — — — 3,166,619
Certificates of deposit held. . . — — 127,990 —_ _— — 127,990
Debt securities included in

held-to-maturity securities . — — 77,990 155,980 91,950 — 325,920
Advances to customers . . . . . 1,117,572 2,120,422 1,441,380 3,681,603 4,932,673 56,362 13,350,012

Liabilities
Deposits and balances of

banks and financial

institutions . . . ... .. .. 26,147 1,140,961 — — —_ — 1,167,108
Deposits from customers. . . . 4,519,262 15,621,178 1,172,908 128,869 — — 21,442,217

Nore: The maturity profile is based on the remaining period to the contractual maturity date as at the balance sheet date.
According to the guidelines of Hong Kong Mcnetary Authority, undated advances mean overdue advances, including
performing loans that are classified as overdue for technical reasons, for more than one month.

Subsequent Accounts

No audited accounts have been prepared for CFB or any of its subsidiaries in respect of any period
subsequent to 31 December 2002.

Yours faithfully,
Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
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The following information is disclosed as part of the accompanying information to the Accountants’
Report and does not form part thereof. It is prepared in accordance with the guideline on “Financial
Disclosure by Locally Incorporated Authorized Institutions” under the Supervisory Policy Manual issued by
the HKMA in November 2002.

1. Capital adequacy and liquidity ratios

2000 2001 2002

% % %
Capital adequacy ratio as at 31 December ... .......... 26.81 30.00 26.62
Average liquidity ratio for the year . . .. .............. 62.89 56.66 60.43

The capital adequacy ratio and the average liquidity ratio for the Relevant Periods are computed on a
consolidated basis covering the Bank and certain of its subsidiary companies as specified by the
HKMA, and are in accordance with the Third Schedule and the Fourth Schedule of the Banking
Ordinance respectively.

The components of the total capital base after deductions as reported under Part I of the Capital
Adequacy Return (MA(BS)3) are as follows:

2000 2001 2002
HK$’000 HK$°000 HK$°000
Core capital
Paid up ordinary share capital . .. .............. ... 1,650,000 2,500,000 2,500,000
Reserves . . ... ... .. .. .. 1,282,358 787,730 837,993
Profitandloss . . ... .. ... ... 387,392 232,965 253,600

3,319,750 3,520,695 3,591,593

Eligible. supplementary capital

Reserves on revaluation of land. . ... .............. 109,649 109,649 109,649
General provisions for doubtful debts.. ... .......... 123,820 123,820 124,210
233,469 233,469 233,859
Total capital base before deductions ... .............. 3,553,219 3,754,164 3,825,452
Deductions from capital base )
Shareholdings in subsidiary companies. .. ........... 59,535 60,107 60,107
Exposures to connected companies. . . . ............. 130,040 198,540 189,945
Equity investments in non-subsidiary companies . . ... .. 24,750 1,000 1,000
Total deductions . .. ....... .. ... 214,325 259,647 251,052
Total capital base after deductions. . . ................ 3,338,894 3,494,517 3,574,400
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2. Segmental information

a. By geographical area

The information concerning geographical analysis has been classified by the location of the principal
operations of the subsidiary companies, or in the case of the authorised institution itself, of the location
of the branch responsible for reporting the results or booking the assets.

THE CFB GROUP

2000
Total
contingent
Total Profit liabilities
operating before Total Total and
income taxation assets liabilities commitments
HKS’000 HK$’000 HK$’000 HK$’000 HK$°000
(restated) (restated) (restated)
Hong Kong................... 965,201 496,494 26,907,144 20,250,079 2,731,627
Luxembourg . ................. 10,115 6,763 796,025 1,309,018 —
USA. ... .. 16,069 7,873 349,623 2,579,169 28,028
Group total . . ... .............. 991,385 511,130 28,052,792 24,138,266 2,759,655
THE CFB GROUP
2001
Total
contingent
Total Profit liabilities
operating before Total Total and
income taxation assets liabilities commitments
HK$’000 HK$’000 HK$’000 HK$’000 . HK$°000
(restated) (restated) (restated)
Hong Kong................... 671,407 249,628 26,272,276 19,353,413 2,988,344
Luxembourg .. ................ 7,636 4,428 584,429 1,211,487 —
USA ... 14,922 6,574 .368,901 2,796,744 28,176
Group total . . . ................ 693,965 260,630 27,225,606 23,361,644 3,016,520
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THE CFB GROUP

2002
Total
contingent
Total Profit liabilities
operating before Total Total and
income taxation assets liabilities  commitments
HK$’000 HK$’000 HK$’000 HK$°000 HK$’000
HongKong................... 629,230 245,953 27,276,592 20,321,819 3,365,672
Luxembourg .................. 4,276 780 99,153 777,942 —
USA. ... .. 13,729 5,010 381,652 2,717,066 28,121
Group total . . .......... ... ... 647,235 251,743 27,757,397 23,816,827 3,393,793
b. By class of business
THE CFB GROUP
Profit before taxation
2000 2001 2002
HKS$000 HK$’000 HK$°000
(restated) (restated) )
Commercial and retail banking . . . ............... ... 485,824 248,922 240,443
Securities business. . . . . ... ... ... 16,742 5,408 4,936
Other business. . . . . .. .. . 8,564 6,300 6,364
GIOup 1012l . - o v oot 511,130 260,630 251,743

Commercial and retail banking business mainly comprises commercial and residential mortgage loans

and advances to customers, loans and advances to banks, bills transactions, foreign exchange,

investments and deposit-taking.

Securities business comprises share dealing and futures trading.

Other business comprises property investment, property agency and provision of trustee services.
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3. Advances to customers

Advances to customers by industry sectors are categorised as follows according to the industry sectors
in which the customers predominately operate and are stated gross of any provisions.

GROSS ADVANCES TO CUSTOMERS

THE CFB GROUP THE BANK
Year ended 31 December Year ended 31 December
2000 2001 2002 2000 2001 2002

HK$°000 HK$°000 HK$°000 HK$’000 HKS$’000 HK$’000

Loans for use in Hong Kong
Industrial, commercial and

financial
- Property development. . . . . 30,197 105,745 334,517 30,197 105,745 334,517
- Property investment. . . . . . 2,118,572 2,187,794 2,169,179 2,118,572 2,187,794 2,169,179
- Financial concerns. . . .. .. 76,292 79,905 70,855 76,292 79,905 70,855
- Stockbrokers. . .. ....... 7,168 7,652 801 7,168 7,652 801
- Wholesale and retail trade. . 1,042,852 947,435 942,499 1,042,235 947,435 942,499
- Manufacturing ... ... ... 624,623 628,518 623,376 624,623 628,108 623,226

- Transport and transport

equipment. . ......... 72,327 102,985 512,093 72,327 101,546 511,311
-Others. .............. 1,611,631 1,365,790 1,520,426 1,611,527 1,365,790 1,520,426
5,583,662 5,425,824 6,173,746 5,582,941 5,423,975 6,172,814

Individuals

- Loans for the purchase of

flats in the Home

Ownership Scheme and

Private Sector

Participation Scheme . . . 645,111 1,741,528 1,599,469 645,111 1,741,528 1,599,469
- Loans for the purchase of

other residential

properties . .. ........ 4,100,408 3,612,737 3,150,522 4,100,408 3,612,737 3,150,522

- Credit Card Advances . ... — 22,847 41,981 — 22,847 41,981

-Others. .............. 1,041,427 959,716 890,256 1,040,649 059,716 890,256

5,786,946 6,336,828 5,682,228 5,786,168 6,336,828 5,682,228

Trade finance. . ........... 803,076 741,282 947,256 803,076 741,282 947,256
Loans for use outside ) _

Hong Kong. .. .......... 201,405 244 845 547,714 201,405 244,845 547,714

12,375,089 12,748,779 13,350,944 12,373,590 12,746,930 13,350,012

The loan borrowers are predominately located in Hong Kong.
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4. Currency risk

Foreign currency exposures arising from non-trading and structural position which constitute 10% or
more of the total net position in all foreign currencies are as follows:

THE CFB GROUP

2000 2001 2002

US$ UsSs EUR US$ EUR
Equivalent in thousands of HK$
Spotassets . .................. 13,987,233 13,498,864 610,523 13,206,082 912,092
Spot liabilities. . . .............. (13,877,703)(14,138,026) (637,943) (13,529,723) (967,846)
Forward purchases. . ............ 151,059 828,034 10,805 9,105,841 46,680
Forward sales . ................ (214,089) (111,115) (8,354) (8,678,477) (6,788)
Net long (short) position ......... 46,500 77,757 (24,969) 103,723 (15,862)
Net structural position . . ......... 112,517 (50,887) 23,073 (52,271) 15,674

No figure has been shown for the EURO foreign currency for the year ended 31 December 2000, as its
exposure arising from non-trading and structural position did not constitute 10% or more of the total
net position in all foreign currencies of that year.
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5.

Overdue and rescheduled loans and advances

The gross amount of overdue and rescheduled loans and advances is analysed as follows:

Advances overdue for

- six months or less but
over three months . .

- one year or less but
over six months. . . .

- over one year . ... ...

Rescheduled advances . .

Advances overdue for

- six months or less but
over three months . .

- one year or less but
over six months. . ..

- over one year . ......

Rescheduled advances . .

THE CFB GROUP

2000 2001 2002
Gross Percentage Gross Percentage Gross Percentage
amount of to total amount of to total amount of to total
advances advances advances advances advances advances
HK$°000 % HK$’000 % HKS$’000 %
70,360 0.57 53,483 0.42 87,861 0.66
95,324 0.77 82,265 0.65 54,512 0.41
50,442 041 92,051 0.72 113,404 0.85
216,126 1.75 227,799 1.79 255,777 1.92
9,638 0.08 37,071 0.29 544 —
225,764 1.83 264,870 2.08 256,321 1.92
THE BANK
2000 2001 2002
Gross Percentage Gross Percentage Gross Percentage
" amount of to total amount of to total amount of to total
advances advances advances advances advances advances
HK$’000 % HK$’000 % HK$’000 %
70,360 0.57 53,483 0.42 87,861 0.66
95,324 0.77 82,265 0.65 54,512 041
50,353 0.41 92,051 0.72 113,404 0.85
216,037 1.75 227,799 1.79 255,777 1.92
9,638 0.08 37,071 0.29 544 —
225,675 1.83 264,870 2.08 256,321 1.92

The value of the security and specific provision of the overdue advances of the CFB Group is analysed

as follows:

Overdue Advances

Customers. . . .................

2000
Market
Outstanding value of Secured Unsecured Specific
loan amount security amount amount provisions
HK$’000 HK3$°000 HKS$°000 HK$°000 HK$°000
216,126 170,643 149,850 66,276 53,242
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Overdue Advances

Customers. . . ...

Overdue Advances

CUuStomers. . . ... .o v v ..

2001
Market
Outstanding value of Secured Unsecured Specific
loan amount security amount amount provisions
HK$’000 HK$’000 HK$’000 HK$’000 HK$’'000
227,799 164,191 152,946 74,853 57.403
2002
Market
Outstanding value of Secured Unsecured Specific
loan amount security amount amount provisions
HK$’000 HK$’000 HK$’000 HK$"000 HK$’000
255,777 175,727 167,515 88,262 63,172

Reconciliation of overdue and rescheduled advances to non-performing advances which are advances

on which interest is being placed in suspense or on which interest accrual has ceased is as follows:

THE CFB GROUP

THE BANK

Year ended 31 December

Year ended 31 December

2000 2001 2002 2000 2001 2002
HK$’000 HKS$’000 HK$’000 HK$’000 HK$’000 HK$’000
Advances overdue for more .
than three months. . . ... .. 216,126 227,799 255,777 216,037 227,799 255,777
Rescheduled advances . ... .. 9,638 37,071 544 9,638 37,071 544
Less: Advances overdue for
more than three months and
on which interest is still
being accrued. . ... .... .. (21,547) (16,796) (7,628) (21,547) (16,796) (7,628)
Add: Advances overdue for
three months or less or not
yet overdue and on which
interest is being placed in
suspense or on which
interest accrual has ceased . 181,333 132,637 133,955 181,333 132,637 133,955
Total non-performing _
385,550 380,711 382,648 385,461 380,711 382,648

advances . . ............

There are no repossessed assets held by the CFB Group or the Bank at the balance sheet date.
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Risk management

The Board of Directors has the overall responsibility for the management of the Bank. In the delivery
of its responsibility, the Board has established various committees to manage, monitor and control
different type of risks. The Board or the relevant committees would review and approve policies and
procedures for the identification, measurement, control and monitoring of both financial and
non-financial risks. Such policies and procedures are reviewed by the relevant committees or senior
management on a regular basis.

The Audit Committee, comprising non-executive directors, convenes regular meetings to ensure
compliance with accounting standards, legal requirements and bank policies and procedures. The
Internal Audit Department, which reports directly to the Audit Committee, performs regular audits to
ensure compliance with policies, guidelines and limits.

The Executive Committee, comprising executive directors and senior advisors of the Bank, has been
delegated the authority to oversee and guide the management in the control of different types of risks.
The Executive Committee meets at least once a month.

The Management Committee, comprising executive directors and senior management, convenes regular
meetings to monitor and control various risks, including credit, liquidity, operational, interest rate,
foreign exchange and market risks arising from on-balance sheet and off-balance sheet activities.

The Large Loan Committee and Credit Committee, both comprising executive directors and senior
management, convene regular meetings to monitor and control all credit-related risks. Both committees
have the authority to approve credit within their respective credit limits.

The Problem Loan Committee, comprising executive directors and senior management, convenes
regular meetings to review and monitor all problem loan accounts on an individual basis and decides
on the appropriate actions in each case.

The Asset and Liability Management Committee, comprising executive directors and senior
management, convenes regular meetings to monitor and control market risk, liquidity risk, interest rate
risk, foreign exchange risk, and funding requirements.

Market risk

Market risk is defined as the risk of losses in on and off-balance sheet positions arising from adverse
movements in market rates or price. ‘

In the ordinary course of business, the Bank enters into various types of financial instruments, mainly
forward exchange contracts and interest rate swap contracts. These contracts are entered into for
hedging of customers-driven forward exchange position and interest rate risk exposure in funding
management. The market risk exposure of the Bank is not material and the Bank is exempted from the
maintenance of adequate capital against market risk under the de Minimis Criteria.

Credit risk

Credit risk arising from customers is closely monitored by Credit Committee, Large Loan Committee
and Management Committee.

Special attention is paid to the management of problem loans by Problem Loan Committee.

All application for lines of credit need the approval of Credit Committee, with duties of initial
assessment of the borrower delegated to officers at the appropriate levels. For application for lines of
credit of substantial amounts, approval from Large Loan Committee is required. Credit risks are kept
to a minimum through the application of an effective credit policy and the use of collaterals and
guarantees.
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A thorough credit review on every advance to customer is carried out at least once a year, while more
frequent monitoring on problem loans is performed throughout the year. Such a credit review procedure
excludes standalone mortgage loans. Every advance to customer is classified according to a
comprehensive credit rating system, with factors including financial condition of the borrower and
repayment history taken into account.

Credit risk arising from money market, foreign exchange and capital market counterparts is controlled
by respective credit facilities granted and approved by the Asset and Liability Management Committee.

Liquidity risk

Statutory liquidity ratio, mismatch ratio and loan-to-deposit ratio are regularly reviewed by the Asset
and Liability Management Committee to control liquidity.

Interest rate risk

Interest rate exposures are managed by the Asset and Liability Management Committee and is governed
by strict internal guidelines. Positions are hedging in nature with limited short-term mismatch.

Foreign exchange risk

Foreign exchange risk is controlled by imposing specific limits, such as day-trade position limit,
overnight position limit, dealing limits for individual dealers and cut-loss limit, on trading activities.

7.  Cross-border claims

The geographical disclosure of cross-border claims by types of counterparties which constitute 10% or
more of the aggregate cross-border claims as at 31 December 2000 are as follows:

THE CFB GROUP

Banks and
other
financial
institutions Others Total
HK$’000 HK$’000 HK$’000
1. Western Europe — Germany. . .. ................ 2,204,000 — 2,204,000
2. Western Europe — United Kingdom . ... .......... 2,074,000 — 2,074,000
3. Asia Pacific—Japan........... ... ... ... ... . 1,497,000 — 1,497,000
5,775,000 — 5,775,000
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The geographical disclosure of cross-border claims by types of counterparties which constitute 10% or

more of the aggregate cross-border claims as at 31 December 2001 are as follows:

THE CFB GROUP

Banks and
other
financial
institutions Others Total
HK$’000 HK$’000 HK$°000
1. Western Europe — Germany. . . ................. 2,296,000 — 2,296,000
2. Western Europe — United Kingdom . . .. .......... 2,143,000 —_ 2,143,000
3. Asia Pacific — Japan. . ......... .. ... . ... ... 1,806,000 — 1,806,000
6,245,000 — 6,245,000

a

The geographical disclosure of cross-border claims by types of counterparties which constitute 10% or

more of the aggregate cross-border claims as at 31 December 2002 are as follows:

THE CFB GROUP

Banks and
other
financial
institutions Others Total
HK$’000 HK$’000 HK$’000
1. Western Europe — Germany. . .................. 2,893,544 1,240 2,894,784
2. Western Europe — United Kingdom.. ... .......... 1,766,674 62,214 1,828,888
4,660,218 63,454 4,723,672

Other overdue assets

Apart from overdue advances, there are no other assets overdue for more than three months at the

balance sheet date.

Corporate governance

The Bank has fully complied with the requirements set out in the guideline on “Corporate Governance
of Locally Incorporated Authorized Institutions” issued by the Hong Kong Monetary Authority.
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1.

UNAUDITED INTERIM RESULTS OF THE CFB GROUP

The following is the full text of the unaudited consolidated interim results of the CFB Group for the

six-month period ended 30 June 2003:

UNAUDITED CONSOLIDATED INCOME STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2003

Note 2003 2002
HK$’000 HK$’000
(restated)

Interest income . . .. .. ... ... 371,186 409,092
Interest expense. . ... ... .. ... (133,679) (171,226)
Net interest inCOME . . . . . . .. . .. .ot 237,507 237,866
Commission income . ... . ... ... .. ... ’ 62,527 56,294
Commission eXpense . . . ... ...ttt (1,881) (2,088)
Net Commission INCOME . . . o . v v v vt e e e e e e e 60,646 54,206
Other operating income . . .................c. ... 43,401 27,630
Operating income . . ... ... i v 341,554 319,702
Operating eXpenses . . ... ... it ... 1 (177,199) (183,760)
Operating profit before provisions. . . ... ............... 164,355 135,942
Charge for bad and doubtful debts

- specific provision. . .. ... ... (29,920) (10,418)

-general provision. . . ... ... L oo — —
Loss on disposal of fixed assets . . .................... (11,556) (1,178)
Profit from operations . ... ............ ... ... 122,879 124,346
Net share of results of jointly controlled entities. . . ... ... .. (2,687) —
Profit before taxation. . . . .. .. .. .. 120,192 124,346

Taxation - Hong Kong . . ....... . ... ... ... ...... (25,294) (23,152)

Taxation - OVErseas . . .. .. ... v it (403) (654)
Profit attributable to the shareholders ... ............... 94,495 100,540
Appropriation:

Proposed interim dividend of Nil (2002: HK$1.40) per

share on 25,000,000 shares (2002: 25,000,000 shares) . . . — 35,000

Note:

The same accounting policies adopted in the 2002 annual accounts have been applied in the preparation of the interim result
except that with effect from 1 January 2003, the CFB Group adopted the Statement of Standard Accounting Practice 12
(Revised) “Income Taxes”. In prior years, the accounting standard required that deferred tax liabilities were provided using the
liability method in respect of the taxation effect arising from all material timing differences between the accounting and tax
treatment of income and expenditure, which were expected with reasonably probability to crystallise in the foreseeable future.
Deferred tax assets were not recognised unless their realisation was assured beyond reasonable doubt.

Under the new accounting policy, profits tax for the period comprises current and deferred tax. Deferred tax assets and
liabilities arise from deductible and taxable temporary differences between the carrying amount of assets and liabilities for
financial reporting purposes and the tax bases. Deferred tax assets also arise from unused tax credits. All deferred tax liabilities
and all deferred tax assets are recognised, to the extent that it is probable that future taxable profits will be available against
which the asset can be utilised, except on the initial recognition of assets or liabilities that affect neither accounting nor taxable
profit.

The changes have been applied retrospectively, resulting in prior period adjustments with the opening balance of shareholders’
funds as at 1 January 2002 and 1 January 2003 decreasing by HK$39,410,000 and HK$31,960,000, respectively. The
comparative figure in respect of deferred taxation charged to profit and loss account for the six months ended 30 June 2002
has been restated by an additional charge of HK$856,000.
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(1)  Operating Expenses

30 June 30 June
2003 2002
HK$°000 HK$’000
Staff coSts . . . . . . e 91,106 101,944
Premises and equipment
Rental of premises under operating leases. . . . . . .. ... .. ... ... . ..... 11,504 7,745
Depreciation . . . . . . . .. .. 26,016 24,973
Other eXPenses. . . . . . . v vttt e e e e e 17,640 14,887
Others . . . . . e e e 30,933 34,211
177,199 183,760
UNAUDITED CONSOLIDATED BALANCE SHEET
30 June 31 December
2003 2002
HK$°000 HK$’000
(restated)
ASSETS
Cash and short-term funds . .. ... ... . . 8,910,633 9,959,167
Placements with banks and financial institutions
maturing between one and twelve months. . .. .......... ... ....... 2,101,781 3,166,619
Certificates of deposit held. . ... ... ... .. . . 30,000 127,990
Bills receivable . . . .. ... . 178,489 157,253
Advances to customers and other accounts. . . ... .......... ... ... ... 13,606,719 13,347,673
Interests in jointly controlled entities. . . .. ... ... ... .. .. ... ... 33,887 36,575
Investments in SeCUriti€s. . . . . . . . . . . i 326,952 319,946
Fixed assets . .. ..o o 625,156 663,676
TOTAL ASSETS . . . . . e 25,813,617 27,778,899
LIABILITIES
Deposits and balances of banks and financial institutions .. ............ 1,098,735 1,167,108
Deposits from customers
Demand and current . . . . ... . it e e 1,101,662 1,063,898
SavVIngS . . . e 3,035,381 2,892,979
Time, call and notice . . ... ... ... . . 16,234,886 18,247,677
Bills payable. . . .. ... ... . 148,740 185,566
Other accounts and provisions . . .... ... ... ... ... . 260,518 313,061
TOTAL LIABILITIES . . . . .. . e 21,879,922 23,870,289
CAPITAL RESOURCES
Share capital . . . . ... .. 2,500,000 2,500,000
Reserves
General reserve . . .. .. R 750,000 750,000
Property and investment property revaluation reserves. . . ............ 181,615 183,021
Dividend reserve . .. ... e — 68,000
Other 18SEIVES . . . . o 44,000 15,000
Retained profits . . .. . .. .. .. ... 458,080 392,589
SHAREHOLDERS’ FUNDS . . . ... e 3,933,695 3,908,610
TOTAL LIABILITIES AND CAPITAL RESOURCES. ... .. ........... 25,813,617 27,778,899
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UNAUDITED SUPPLEMENTAL FINANCIAL INFORMATION

ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS

a. Advances to customers and other accounts are as follows:

Advances 10 CUSIOMETS. . . . . . v v v vt et e e e e
Less:
Provision for bad and doubtful debts
- General. ...
-Specific. . ...

Accrued Interest .. ... . ...
Other aCCOUNTS . . . . . . . i i e e

30 June 31 December
2003 2002
HK$’000 HK$’000
13,682,016 13,350,944

119,866 124,210
95,566 63,465
13,466,584 13,163,269
39,776 43,363
100,359 141,041
13,606,719 13,347,673

b.  Details of advances to customers on which interest is being placed in suspense or has ceased to be

accrued are as follows:

Gross advances . . . ... ...
Less: Specific provision. ... ... . ..

Percentage of such advances to total advances . .. ...............

Suspended Interest. . . .. ... .. ...

30 June 31 December
2003 2002

HK$'000 HK$’000
328,917 382,648
90,183 62,874
238,734 319,774
2.4% 2.9%
1,897 1,689

In May 2003, the CFB Group revised the interest suspension policy from ceasing to accrue interest on

loans that are overdue for more than 60 days to 90 days in compliance with the HKMA requirements.
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c.  Advances to customers by industry sectors are categorised as follows according to the industry sectors
in which the customers predominately operate and are stated gross of any provisions.

30 June 31 December
2003 2002
HK$’000 HK$’000
Loans for use in Hong Kong industrial, commercial and financial
- Property development. . .. .. ... ... ... 616,750 334,517
- Property investment . .. . ...« ... .. i 2,147,870 2,169,179
- Financial concerns . . .. .. .. vt 70,750 70,855
- Stockbrokers . . ... 775 801
- Wholesale and retail trade. . ... ........ ... ... ... ......... 929,166 942,499
- Manufacturing . . .. ... ... e 682,665 623,376
- Transport and transport equipment. . .. .................... 493,822 512,093
S Others. . o 1,719,209 1,520,426
6,661,007 6,173,746
Individuals
- Loans for the purchase of flats in the Home Ownership Scheme
and Private Sector Participation Scheme . ... ............... 1,505,531 1,599,469
- Loans for the purchase of other residential properties .. ........ 2,946,292 3,150,522
- Credit card advances . . ... ... ... . . .. ... 38,399 41,981
- Others. . ...... SR R 876,553 890,256
5,366,775 5,682,228
Trade finance . ... ... ... . . . . .. 1,052,763 947,256
Loans for use outside Hong Kong . . .. ........ ... .. .......... 601,471 547,714

13,682,016 13,350,944

The loan borrowers are predominately located in Hong Kong.

OVERDUE AND RESCHEDULED LOANS AND ADVANCES

a.  The gross amount of overdue and rescheduled advances is analysed as follows:

30 June 2003 31 December 2002
% of total % of total
HK$’000 advances HK$’000 advances
Gross advances overdue for:
Six months or less but over
three months. . ... ... .......... 45,653 0.33% 87,861 0.66%
One year or less but over six months. . 65,509 0.48% 54,512 0.41%
Overoneyear .................. 130,294 0.95% 113,404 0.85%
241,456 1.76% 255,777 1.92%
Rescheduled advances ... ........... 26,067 0.19% 544 0.00%
267,523 1.96% 256,321 1.92%

The amounts shown are net of any interest that has been capitalised but accrued to a suspense account.
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b.

The value of the security and specific provision of the above overdue advances is analysed as follows:

30 June 31 December
Customer Advances 2003 2002

HKS$'000 HK$°000
Outstanding loan amount . . . .. ... ... .. ... ... ... ... .. ... 241,456 255,777
Market value of security. . .. . ... .. ... 156,035 175,727
Secured amount. . .. ... ... 135,110 167,515
Unsecured amoUnt. . . . . . 00ttt e e e e e 106,346 88,262
Specific provision . . . ... .. ... L. 86,290 63,172

Advances continued to be reported as such after assets held as collateral have been repossessed. The
repossessed assets are recorded at fair market value and provisions are made if there is any subsequent

deterioration in value.

C.

Repossessed assets held by the CFB Group as at 30 June 2003 amounted to HK$61,719,050 (2002:
HK$63,720,000).

Reconciliation of overdue and rescheduled advances to non-performing advances which are advances

on which interest is being placed in suspense or on which interest accrual has ceased is as follows:

30 June 31 December
2003 2002
HK$°000 HK$’000
Advances overdue for more than three months . . . .. ............. 241,456 255,777
Rescheduled advances . .. ........ .. ... . ... . . ... . . ... . ..... 26,067 544
Less: Advances overdue for more than three months and on which
interest is still being accrued .......... ... ... . . .. L (8,845) (7,628)
Add: Advances overdue for three months or less or not yet overdue and
on which interest is being placed in suspense or on which interest
accrual has ceased ............. e 70,239 133,955
Total non-performing advances . . . .......... ... ... ... ....... 328,917 382,648
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OFF-BALANCE-SHEET EXPOSURES
a.  Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class of contingent liabilities
and commitments:

30 June 31 December
2003 2002
HKS$°000 HK$’000
Direct credit substitutes . . . ... ... ... .. 232,664 296,898
Transaction-related contingencies ... ........................ 30,453 26,265
Trade-related contingencies. . . . . ........ ... ... 504,987 553,540
Other commitments:
With an original maturity of under one year or
which are unconditionally cancellable . ..................... 1,904,471 1,989,643
With an original maturity of over one year. . . . ................. 1,048,934 527,447

3,721,509 3,393,793

b. Derivatives

The following is a summary of the notional amounts of each significant type of derivatives:

30 June 2003 . 31 December 2002

Hedging Trading Total Hedging Trading Total
HK$°000 HK$°000 HK$’000 HK$’000 HK$’000 HKS$’000

Forward exchange rate

contracts . . . ....... 4,320,643 — 4,320,643 18,049,667 — 18,049,667
Exchange rate option
contracts . .. ....... 286,918 — 286,918 155,979 — 155,979
Interest rate swap
contracts . .. ....... 353,468 — 353,468 353,468 — 353,468
Equity option contracts . 52,439 — 52,439 51,819 — 51,819
5,013,468 — 5,013,468 18,610,933 — 18,610,933

Note: Out of the HK$18,049,667,000 forward exchange rate contracts at December 31, 2002, HK$17,173,000,000 was related
to customer-initiated positions which have been fully hedged by the Bank.

Notional amounts shown above indicate the volume of transactions outstanding; they do not represent
amounts at risk.
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The replacement costs and credit risk weighted amounts of the above off-balance-sheet exposures are
as follows.

30 June 2003 31 December 2002

Credit risk Credit risk

Replacement weighted Replacement weighted

cost amount cost amount

HK$’000 HK$’000 HK$’000 HK$°000

Contingent liabilities and commitments . . — 870,896 — 675,227
Forward exchange rate contracts . . .. ... 7,932 16,585 14,874 68,155
Exchange rate option contracts . . ... ... — 1,435 — 781
Interest rate swap contracts. . . ........ 4,656 1,382 3,034 1,058
Equity option contracts . ............ — 1,573 — 1,555
12,588 891,871 17,908 746,776

These amounts do not take into account the effects of bilateral netting arrangements.

Replacement cost of contracts represents the mark-to-market assets on all contracts with a positive

value. Replacement cost is a close approximation of the credit risk for these contracts as at the balance sheet
date.

The credit risk weighted amounts are the amounts which have been calculated in accordance with the
Third Schedule of the Banking Ordinance and guidelines issued by the HKMA. The amounts calculated are
dependent upon the status of the counter party and the maturity characteristics of each type of contracts.

CAPITAL ADEQUACY AND LIQUIDITY RATIO

30 June 31 December
2003 2002
Do %
Capital adegquacy ratio . . ... .. .. ... 2694 26.62
30 June 30 June
2003 2002
% %
Average liquidity ratio (January to June) . . . ... .. o " 55.34 60.00

The capital adequacy ratio and the average liquidity ratio are computed in accordance with the Third
Schedule and the Fourth Schedule of the Banking Ordinance respectively.
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The components of the total capital base after deductions as reported under Part I of the Capital
Adequacy Return (MA(BS)3) are as follows:

30 June 31 December
2003 2002
HK$’000 HK$'000
Core Capital
Paid up ordinary share capital . .. ....... ... . ... ... .. ... .. 2,500,000 2,500,000
RESEIVES .« o o ittt e e e e e e e 1,103,074 837,993
Profitand 10SS . . . . .. . . . . . 97,375 253,600
3,700,449 3,591,593
Eligible supplementary capital
Reserves on revaluationof land. . . ... ... . ..., ... ........ 91,688 109,649
General provisions for doubtful debts. . . ... ...... ... .. ... ... 119,866 124,210
211,554 233,859
Total capital base before deductions .. ....................... 3,912,003 3,825,452
Deductions from capital base
Shareholdings in subsidiary companies. . . ... ................ 60,107 60,107
Exposures to connected companies. . . ... ....... ... 182,029 189,945
Equity investments in non-subsidiary companies. . ............. 1,000 - 1,000
Total deductions . . . ... .. .. . . e 243,136 251,052
Total capital base after deductions. . . .......... .. ... ... ... .... 3,668,867 3,574,400

CURRENCY RISK

Foreign currency exposures arising from non-trading and structural position which constitute 10% or
more of the total net position in all foreign currencies are as follows:

30 June 2003 31 December 2002
US$ EUR USs$ EUR

Equivalent in thousand of HK$

Spotassets . ..., 11,722,389 881,674 13,206,082 912,092
Spot liabilities. . .. ................ (12,495,546) (937,517)  (13,529,723) (967,846)
Forward purchases. .. .............. 2,525,485 67,252 9,105,841 46,680
Forwardsales . ................... (1,689,710) (23,460) (8,678,477) (6,788)
Net long position. . . ............... 62,618 (12,051) 103,723 (15,862)
Net structural position . . .. .......... (52,569) 14,279 (52,271) 15,674
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CROSS-BORDER CLAIMS

The geographical disclosure of cross-border claims by types of counterparties which constitute 10% or
more of the aggregate cross-border claims, after taking into account the transfer of risk, as at 30 June 2003
are as follows:

30 June 2003 31 December 2002
Banks and Banks and
other other
Financial Financial
institution Others Total institution Others Total

HK$’000 HK$°000 HK$°000 HK$'000 HK$000 HK$°000

Western Europe-

Germany . . ........ 2,283,741 3,322 2,287,063 2,803,544 1,240 2,894,784
Western Europe-United

Kingdom.......... 1,217,063 114,866 1,331,929 1,766,674 62,214 1,828,838
Western Europe-France . 1,018,293 877 1,019,170 — —_ —

4,519,097 119,065 4,638,162 4,660,218 63,454 4,723,672

REVIEW OF OPERATIONS

Net profit for the six months ended 30 June 2003 was HK$94.5 million, down 6.0% from the same
period of 2002 (HK$100.5 million). Net commission income and other operating income combined has
increased by HK$22.2 million or 27.1%. The increase was mainly due to the increase in fee and commission
income from the retail and private banking products and the reversal of certain unnecessary provisions.
Operating expenses decreased by HK$6.6 million, or 3.6%. The decrease was mainly due to the decrease in
staff costs. However, the increase in operating profit before provisions was offset by an increase in specific
provisions of HK$19.5 million, or 187.2%, and the HK$11.5 million of loss on disposal of fixed assets. The
increase in specific provisions was due to the downgrading of classified loans and the declining value of
property collateral.

STATEMENT OF COMPLIANCE

The Group’s 2003 Interim Financial Disclosure has complied with the Supervisory Policy Manual FD-2
“Interim Financial Disclosure by Locally Incorporated Authorised Institutions™ as set out by the HKMA in
November 2002.
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The following management discussion and analysis of the financial performance of the CFB Group for
2002 was prepared based on the chairman’s statement in CFB’s 2002 annual report and CFB’s audited
financial statements for the year ended 31 December 2002.

2. MANAGEMENT DISCUSSION AND ANALYSIS OF THE CFB GROUP FOR 2002

It was a challenging year for the world economy, with a host of large corporate bankruptcies and
accounting scandals, coupled with threats of terrorism and the imminent war between the US and Iraq. Amid
unfavorable economic factors, it is encouraging to see that Hong Kong recorded real GDP growth of 1.2
percent in the first three quarters of 2002, mainly attributable to the strong growth in external trade and
inbound tourism which more than offset shrinking investment and consumer spending.

However, the banking environment remained tough in 2002. US interest rates sank to a four-decade low
of 1.25 percent after the 12th rate cut since the beginning of 2001. Due to the linkage of Hong Kong doliar
to US dollar, local banks cut their best lending rate to 5.0 percent, and their savings deposit rate by almost
the same magnitude to an historical low of 0.01 percent. Local inter-bank interest rates were at times volatile
on news concerning Hong Kong’s growing fiscal deficit.

Profit margins continued to narrow as banks competed intensely for quality mortgages and corporate
financing. The continued decline in the property market resulted in an increasing number of negative equity
homeowners. High unemployment and record personal bankruptcies caused most banks to be more cautious
towards consumer lending and to make relatively large charge-offs and provisions for bad debts, particularly
in the credit card business.

In the face of fierce competition among banks, CFB did not relax its prudent banking practices yet
managed to maintain its competitiveness. To improve customer service and promote retail-banking business,
CFB expanded the premises of its Tsimshatsui East branch and Shamshuipo branch. To rationalize branch
operations, the Causeway Bay Personal Financial Services Centre was integrated into CFB’s Gloucester Road
branch with effect from 1 February 2003. As part of CFB’s business continuity planning, CFB established
a computer back-up site which provides real-time back up to CFB’s major computer systems to ensure
continuity of CFB’s banking services in emergency situations.

To capitalize on the opportunities arising from China’s entry into the World Trade Organization, CFB
established a representative office in Shanghai on 22 July 2002 as the first step towards business expansion
in China. The objective of CFB’s Shanghai representative office is to enhance business relationships by
providing CFB’s customers with a wide range of consulting, liaison and market research services.

Anticipating the demand for wealth management services in a low interest rate environment, CFB
introduced high-yield investment products such as dual currency deposits and equity-linked deposits, as well
as a monthly securities investment plan that combines regular savings and investment. In addition, CFB
markets a broad range of insurance products designed to meet different customer needs.

On the corporate front, CFB recorded better than market growth in its trade finance business and
actively participated in syndicated lending for a number of leading Hong Kong companies. The total value
of new loans committed was significantly higher than in 2001.

CFB’s consolidated profit attributable to shareholders for the financial year ended 31 December 2002
was HK$207.2 million, a decrease of 6.3 percent as compared with 2001. CFB’s operating income decreased
by 6.7 percent to HK$647.2 million. Net interest income decreased 16.5 percent to HK$474.0 million due to
shrinking interest spreads. Net interest margins fell from 2.11 percent to 1.77 percent as a result of continuous
pricing pressure on mortgages and other corporate lending.
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Net commission income increased by 20.6 percent to HK$113.4 million, mainly due to increases in
commission income from the sale of private banking products, trade finance, insurance, and other bank
charges. Other operating income rose 83.9 percent to HK$59.8 million due to increases in foreign exchange
income. No loss on other investments was recorded in 2002.

CFB continued with its cost-containment programme during 2002. As a result, operating expenses
decreased by 11.2 percent to HK$357.6 million, mainly due to reductions in staff costs.

During 2002, CFB terminated its defined benefit retirement plan and made arrangements to discharge
all of CFB’s obligations and liabilities under the plan. Employees who were members of the plan were offered
a choice of receiving a 20 percent payment from the plan and transferring the remaining balance of the
augmented benefit to the defined contribution scheme, or switching the entire augmented benefit to the
defined contribution scheme.

Total loans outstanding increased by 4.7 percent to HK$13.4 billion, mainly due to increased lending
in the areas of property development, trade finance, and loans for use in mainland China and the USA.

Customer deposits provide the primary source of funding for CFB. Customer deposits increased slightly
by 0.5 percent to HK$22.2 billion. During the period under review, CFB launched retail-structured
Certificates of Deposit totaling HK$100 million, which were well received by the market.

CFB’s capital adequacy ratio and average liquidity ratio stood at 26.6 percent and 60.4 percent,
respectively. CFB’s loan to deposit ratio stood at 57.1 percent.

CFB continues to maintain a highly liquid balance sheet, with 47.7% of its total assets at 31 December
2002 (equivalent to HK$13.25 billion) being held in the form of inter-bank placements, certificates of deposit
and highly liquid investments.

CFB’s gearing ratio (calculated by dividing total assets by total shareholders’ funds at the end of the
year) remained at 7.0 times.

CFB’s contingent liabilities mainly consisted of direct credit substitutes, and transaction and trade
related contingencies. Such contingencies were incurred in the normal course of banking business. In
addition, financial derivative products were mainly used for hedging purposes.

For the year under review, the level of non-performing loans decreased slightly from 3.0 percent to 2.9
percent of total loans. However, CFB has adopted a more prudent revenue recognition policy in which CFB
ceases to accrue interest on advances that are overdue for more than two months. Charges for bad and
doubtful loans increased 16.4 percent to HK$32.3 million due to an increase in overdue loans and a decrease
in collateral values.

Looking ahead, the overall economy is expected to remain challenging and the economic recovery is
dependent upon both the external and domestic fronts. CFB continues to proactively explore new business
opportunities in a rapidly changing environment.
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1. FINANCIAL SUMMARY FOR THE GROUP

The following is a summary of the audited consolidated results of the Group for each of the three

financial years ended 31 December 2002.

2002 2001 2000
(restated) (restated)

Three Year summary
For the Year (In HKS$ million)
‘Net interest INCOME . . . . o v e e e e e 1,472 1,517 1,659
Non-interest iNCOMe. . . . . . . oottt e e 365 363 351
Operating eXpenses . . . ... ... .................... (596) (589) (582)
Charge for bad and doubtful debts. . .. ............... (468) (423) (367)
Profit from ordinary activities before taxation .......... 789 910 1,064
Taxation . . .. ... (102) (110) (163)
Profit from ordinary activities after taxation. ........... 680 779 902
Minority interests . ............................. 1 — O
Profit atiributable to Shareholders . . .. ............... 681 779 901
Dividends forthe year . . . .. ... ... ... ... .. ..... 534 358 358
Earnings per Share (In HK$)

Basicand diluted . . ......... ... ... .. 2.32 2.65 3.07
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2.  AUDITED CONSOLIDATED ACCOUNTS FOR THE GROUP

The following is the full text (except for page numbers which have been modified to refer to pages of
this circular) of the audited consolidated accounts for the Group for the year ended 31 December 2002.

nana

To the Shareholders of Wing Hang Bank, Limited
(Incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 74 to 113 which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

Respective Responsibilities of Directors and Auditors

The Hong Kong Companies Ordinance requires the Directors to prepare accounts which give a true and fair
view. In preparing accounts which give a true and fair view, it is fundamental that appropriate accounting
policies are selected and applied consistently, that judgements and estimates are made which are prudent and
reasonable and that the reasons for any significant departure from applicable accounting standards are stated.

It is our responsibility to form an independent opinion, based on our audit, on those accounts and to report
our opinion to you.

Basis of Opinion

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong
Society of Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the accounts. It also includes an assessment of the significant estimates and judgements
made by the Directors in the preparation of the accounts, and of whether the accounting policies are
appropriate to the Bank’s and the Group’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance as to whether the
accounts are free from material misstatement. In forming our opinion we also evaluated the overall adequacy
of the presentation of information in the accounts. We believe that our audit provides a reasonable basis for
our opinion.

Opinion

In our opinion, the accounts give a true and fair view, of the state of affairs of the Bank and of the Group
as at 31st December, 2002 and of the Group’s profit and cash flows for the year then ended and have been
properly prepared in accordance with the Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants

Hong Kong, 13th March, 2003
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Consolidated Profit and Loss Account
For the year ended 31st December, 2002
{Expressed in thousands of Hong Kong dollars)

Interest income . . . .. ... ...
Interest eXpense. . ... ... ... e

Net interest inCome . . . .. ......... ... ..
Other operating income . .. ............. ... . ...

Operating income . .. ... ...
Operating Xpenses . . . .. ..o oot ittt

Operating profit before provisions. . ... ................
Charge for bad and doubtful debts. . . .. ................

Operating profit. . .. ... ... ... .. .
(Losses)/gains on revaluation of investment properties

and disposal of tangible fixed assets .. ...............
Profits on disposal of held-to-maturity and

non-trading securities . . . ... ... Lo o oL
Provisions (made)/written back for

held-to-maturity securities. . . .. ......... ... .. . ... ..

Profit on ordinary activities . ... ......... ... .. ... ...,
Share of net losses in associated companies. . ............

Profit before taxation. . ... ... .. .. . ... ...
Taxation . . . ... ..

Profit after taxation . . . . ... ... ... ... ... L.
Losses attributable to minority interests. . .. .............

Profit attributable to the shareholders ... ...............

Dividends attributable to the year:
Interim dividend paid during the year. . .. ... ..........
Underprovision of final dividend in respect
of previous year . . .. .. ... ...
Final dividend proposed after the balance sheet date . . . . ..
Special dividend proposed after the balance sheet date. . . . .

Earnings per share
Basicand diluted . . . .. .. ... .. ...

Dividend per share
Interim ... ... ... e

Proposed final . .. ... ... ... ... .. ... .. .. .. ...
Proposed special. . .. ....... ... ... .

The notes on pages 79 to 113 form part of these accounts.

— 74

Notes 2002 2001
(restated)
4(a) 2,260,276 3,275,342
(788,058) (1,758,320)
1,472,218 1,517,022
4(b) 365,413 363,049
1,837,631 1,880,071
4(c) (595,502) (588,694)
1,242,129 1,291,377
17 (468,006) (423,004)
774,123 868,373
5(a) (15,169) 6,222
5(b) 51,317 31,476
(21,028) 4,367
789,243 910,438
(7,847) (21,229)
781,396 889,209
6 (101,544) (110,223)
679,852 778,986
895 7
7 & 25 680,747 778,993
108,580 108,569
25 20
231,832 249,414
193,683 —
8 534,120 358,003
HK$ HK$
11 2.32 2.65
0.37 0.37
0.79 0.85
0.66 —
1.82 1.22
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Consolidated Balance Sheet
As at 31st December, 2002
(Expressed in thousands of Hong Kong dollars)

Notes 2002 2001
(restated)

ASSETS
Cash and short-term funds . .. .. ... ... ... .. .. ..... 12 12,363,052 9,773,340
Placements with banks and other financial institutions

maturing between one and twelve months. . . . .......... 23 852,511 2,711,269
Trade bills less provisions .. ......... ... . ... 13 317,297 285,273
Certificates of deposit held. . ... .......... .. ... ... ... 14 & 23 406,370 452,814
Trading securities . ... ....... ...t 15 259,423 6,542
Advances to customers and other accounts less provisions. . .. 16(a) 34,469,824 35,658,856
Held-to-maturity and non-trading securities . . . ........... 18 7,072,587 4,838,496
Investments in associated companies . .. .. .............. 20 56,924 60,771
Tangible fixed assets . . . ... ... ... ... . . ... .. .. ... 21 1,308,751 1,272,196
Goodwill. . . ... e 2(e) 1,454 2,035
Total assets . . . ... o e 57,108,193 55,061,592
LIABILITIES
Deposits and balances of banks and other financial

INSHLULIONS. . . . o o e e 23 422,060 412,980
Deposits from customers .. ......................... 22 & 23 45,302,367 45,697,763
Certificates of depositissued .. ..... ... ... ... ... ... 23 4,377,832 2,486,419
Other accounts and provisions . ...................... 628,648 410,539
Total Habilities . .. ... ... ... .. 50,730,907 49,007,701
CAPITAL RESOURCES
Share capital . . .. ... ... . 24 293,459 293,429
RESEIVES . . . v e 25 6,062,842 5,738,582
Shareholders’ funds . . ... ... ... ... .. ... .. ... ... ... 6,356,301 6,032,011
Minority Interests . .. ... ... .. 20,985 21,880
Total liabilities and capital resources. . .. ... ............ 57,108,193 55,061,592
Patrick Y B Fung Chairman and Chief Executive
Frank ] Wang Direcror and Depury Chief Executive
Michael Y S Fung Director and General Manager
Louis C W Ho Director and Secretary

The notes on pages 79 to 113 form part of these accounts.
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Balance Sheet
As at 31st December, 2002
(Expressed in thousands of Hong Kong dollars)

Notes 2002 2001
(restated)

ASSETS
Cash and short-term funds .. ....... e e 12 11,881,540 9,447,215
Placements with banks and other financial institutions

maturing between one and twelve months. . ............ 23 769,157 2,622,528
Trade bills less provisions .. ...... ... ... .. ... ..... 13 252,695 249,276
Certificates of depositheld. . .. ... ... ... ... ..... 14 & 23 399,960 452,814
Trading securities . .. ... ... ... ...t 15 252,597 —
Advances to customers and other accounts less provisions. ... 16(a) 26,855,486 29,051,650
Amounts due from subsidiaries. .. . ......... ... ... .. .. 3,293,696 2,665,402
Held-to-maturity and non-trading securities ... ........... 18 6,776,575 4,190,439
Investments in subsidiaries . . .. .. ... ........ . ........ 19 360,657 368,672
Investments in associated companies . . . ... ............. 20 86,000 82,000
Tangible fixed assets . . ... ... .. ... ... .. 21 1,009,087 976,819
Total assets . . . . .. . 51,937,450 50,106,815
LIABILITIES
Deposits and balances of banks and other financial

INSHEULIONS. « . o . o e e e e e e e e e e e e 23 410,025 408,841
Deposits from customers ... ........................ 22 & 23 33,256,063 33,863,501
Certificates of deposit issued ... ........ ... ... ...... 23 4,490,601 2,486,419
Other accounts and provisions . ...................... 388,419 221,686
Amounts due to subsidiaries. . ... .. ... . ... .. ... 8,268,378 8,200,317
Total liabilities . . ... ... ... . . . . 46,813,486 45,180,764
CAPITAL RESOURCES
Share capital . . ... ... L 24 293,459 293,429
ReServes. . . .. . e 25 4,830,505 4,632,622
Shareholders’ funds . . .. ... ... .. .. .. . . 5,123,964 4,926,051
Total liabilities and capital resources. . . ................ 51,937,450 50,106,815
Patrick Y B Fung Chairman and Chief Executive
Frank ] Wang Director and Deputy Chief Executive
Michael Y S Fung Director and General Manager
Louis C W Ho Director and Secretary

The notes on pages 79 to 113 form part of these accounts.
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Consolidated Statement of Change in Equity
For the year ended 31st December, 2002
(Expressed in thousands of Hong Kong dollars)

Notes 2002 2001
(restated)

Shareholders’ funds as at 1st January. .. ................ 6,045,301 5,665,781
Change in accounting policy on short-term employee benefits . 3(c) (13,290) (11,772)
Asrestated . .. ... 6,032,011 5,654,009
Realised loss/(profit) on disposal of non-trading securities. . . . 25 176 (26,023)
Unrealised profit/(loss) on revaluation of non-trading

SECUITHES . . . . . . 25 655 (17,306)
Exchange adjustments . ... ......................... 25 23 (36)
Net gains/(losses) not recognised in the profit

and lossaccount. . . ....... ... .. .. ... 854 (43,365)
Profit attributable to the shareholders ... ............... 25 680,747 778,993
Dividends paid . ... ..... .. .. ... . . . . 25 (358,019) (357,982)
Proceeds on shares issued under share option scheme . ... ... 708 356
Shareholders’ funds as at 31st December . ... ............ 6,356,301 6,032,011

The notes on pages 79 to 113 form part of these accounts.
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Consolidated Cash Flow Statement
For the year ended 31st December, 2002
(Expressed in thousands of Hong Kong dollars)

Note 2002 2001
(restated)
Net cash inflow from operating activities. ... ............ 27 4,400,320 836,194
Investing activities
Purchase of held-to-maturity and non-trading securities . . . . (7,161,587) (3,733,181)
Sale and redemption of held-to-maturity and non-trading
SECUTIEIES . . . o o o 4,958,616 1,218,303
Investment in a subsidiary. . . . .......... ... .. ... —_ (3,015)
Investment in an associated company . . . .............. — (35,000)
Loan to an associated company ... .................. (4,000) (17,200)
Purchase of tangible fixed assets . . . ................. (105,248) (270,276)
Sale of tangible fixed assets .. ..................... 3,406 11,751
Net cash outflow from investing activities . . .. ........... (2,308,813) (2,828,618)
Financing
Issue of new shares under share option scheme. ...... ... 708 356
Ordinary dividends paid . . .. ...... ... .. ... ... ..... (358,019) (357,982)
Net cash outflow from financing activities. . ............. (357,311) (357,626)
Increase/(decrease) in cash and cash equivalents. .. ........ 1,734,196 (2,350,050)
Cash and cash equivalents at 1st January................ 10,313,929 12,663,979
Cash and cash equivalents at 31st December ... .......... 12,048,125 10,313,929
Analysis of the balances of cash and cash equivalents
Cash and balances with banks and other financial
INSHIUHONS . . . . o ot e 460,926 561,996
Money at call and short notice. . ... ................. 11,049,610 8,288,486
Treasury bills. . ... ... ... . L 247,218 77,659
Placements with banks and other. financial institutions
maturing between one and three months . . . ... ... .... 290,371 1,385,788
12,048,125 10,313,929

The notes on pages 79 to 113 form part of these accounts.
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Notes to the Accounts
For the year ended 31st December, 2002
(Expressed in thousands of Hong Kong dollars)

1.  Principal activities

The Bank and its subsidiaries are engaged in commercial banking and related financial services.
2.  Principal accounting policies

(a) Statement of compliance

The accounts have been prepared in accordance with all applicable Statements of Standard Accounting
Practice (“SSAP”) and Interpretations issued by the Hong Kong Society of Accountants (“HKSA™),
accounting principles generally accepted in Hong Kong and the requirements of the Hong Kong Companies
Ordinance. These accounts also comply with the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited and the module on “Financial Disclosure
by Locally Incorporated Authorised Institutions” under the Supervisory Policy Manual issued by the Hong
Kong Monetary Authority. A summary of the significant accounting policies adopted by the Group is set out
below.

(b) Basis of preparation of the accounts

The measurement basis used in the preparation of the accounts is historical cost modified by the
revaluation of certain properties and the marking to market of certain investment in securities and off-balance
sheet financial instruments as explained in the accounting policies set out below.

(c) Investments in subsidiaries and controlled enterprises

A subsidiary, in accordance with the Hong Kong Companies Ordinance, is a company in which the
Group, directly or indirectly, holds more than half of the issued share capital, or controls more than half of
the voting power, or controls the composition of the Board of Directors. Subsidiaries are considered to be
controlled if the Bank has the power, directly or indirectly, to govern the financial and operéting policies, so
as to obtain benefits from their activities.

An investment in a controlled subsidiary is consolidated into the consolidated accounts, unless it is
acquired and held exclusively with a view to subsequent disposal in the near future or operates under severe
long-term restrictions which significantly impair its ability to transfer funds to the Group, in which case, it
is stated in the consolidated balance sheet at fair value with changes in fair value recognised in the investment
revaluation reserve as they arise.

Intra-group balances and transactions, and any unrealised profits arising from intra-group transactions,
are eliminated in full in preparing the consolidated accounts. Unrealised losses resulting from intra-group
transactions are eliminated in the same way as unrealised gains, but only to the extent that there is no
evidence of impairment.

In the Bank’s balance sheet, an investment in a subsidiary is stated at cost less any impairment losses
{note 2(0)), unless it is acquired and held exclusively with a view to subsequent disposal in the near future
or operates under severe long-term restrictions which significantly impair its ability to transfer funds to the
Bank, in which case, it is stated at fair value with changes in fair value recognised in the investment
revaluation reserve as they arise.
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(d) Associated companies

An associated company is an entity in which the Group or Bank has significant influence, but not
control or joint control, over its management, including participation in the financial and operating policy
decisions.

An investment in an associated company is accounted for in the consolidated accounts under the equity
method and is initially recorded at cost and adjusted thereafter for the post acquisition change in the Group’s
share of the associated company’s net assets, unless it is acquired and held exclusively with a view to
subsequent disposal in the near future or operates under severe long-term restrictions that significantly impair
its ability to transfer funds to the Bank, in which case it is stated at fair value with changes in fair value
recognised in the investment revaluation reserve as they arise. The consolidated profit and loss account
reflects the Group’s share of the post-acquisition results of the associated companies for the year, including
any amortisation of positive or negative goodwill charged or credited during the year in accordance with note
2(e).

Unrealised profits and losses resulting from transactions between the Group and its associated
companies are eliminated to the extent of the Group’s interest in the associated company, except where
unrealised losses provide evidence of an impairment of the asset transferred, in which case they are
recognised immediately in the profit and loss account.

In the Bank’s balance sheet, its investments in associated companies are stated at cost less impairment
losses (note 2(0)), unless it is acquired and held exclusively with a view to subsequent disposal in the near
future or operates under severe long-term restrictions that significantly impair its ability to transfer funds to
the Bank, in which case, it is stated at fair value with changes in fair value recognised in the investment
revaluation reserve as they arise.

(e) Goodwill

Positive goodwill arising on consolidation represents the excess of the cost of the acquisition over the
Group’s share of the fair value of the identifiable assets and liabilities acquired. Positive goodwill is
amortised to the consolidated profit and loss account on a straight-line basis over 10 years. In respect of
controlled subsidiaries, positive goodwill is stated in the consolidated balance sheet at cost less any
accumulated amortisation and any impairment losses (note 2(o0)). In respect of acquisition of associated
companies, the cost of positive goodwill less any accumulated amortisation and any impairment losses (note
2(0)) is included in the carrying amount of the investments in associated companies.

On disposal of a controlled subsidiary or an associated company during the year, any attributable
amount of purchased goodwill not previously amortised through the consolidated profit and loss account is
included in the calculation of the profit or loss on disposal.

(f) Advances and doubtful debts

(1) Advances to customers are measured at the cash consideration at the time of drawdown and are
stated in the balance sheet after deducting provisions for estimated losses subsequently.

(i1) Amounts have been set aside as general provisions for doubtful debts, and in addition, specific
provisions are made for non-performing loans following guidelines established by the Directors.
When there is no longer any realistic prospect of recovery, the outstanding debt is written off.

(iit) All loans which are over 90 days past due, and which are not fully collateralised, are
automatically classified as non-performing. Interest accrued on non-performing loans is not taken
as income but credited to a suspense account, which is netted in the balance sheet against the
appropriate balance sheet headings.
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(iv) Repossessed assets are continued to be treated as securities for loans and advances. Provision has
been made on the shortfall between the carrying amount of the loans and advances and the
expected net sales proceeds from realisation of the repossessed assets.

(g) Interest and fees

Interest income and expense are accrued on a time-apportioned basis on the principal outstanding and
at the rate applicable except in the case of interest on non-performing loans (note 2(f)(iii)). Interest income
from dated debt securities intended to be held to maturity is recognised as it accrues, as adjusted by the
amortisation of the premium or discount on acquisition, so as to achieve a constant rate of return over the
period from the date of purchase to the date of maturity. Fee income and expense are recognised when earned
or incurred, except where the fee is charged to cover the costs of a continuing service to, or risk borne for,
the customer, or is interest in nature. In these cases, the fee is recognised on an appropriate basis over the
relevant period.

(h) Deferred taxation

Deferred taxation is provided using the liability method in respect of the taxation effect arising from
all material timing differences between the accounting and tax treatment of income and expenditure, which
are expected with reasonable probability to crystallise in the foreseeable future.

Future deferred tax benefits are not recognised unless their realisation is assured beyond reasonable
doubt. '

(i) Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong Kong dollars at the exchange
rates ruling at the transaction dates. Monetary assets and liabilities denominated in foreign currencies are
translated into Hong Kong dollars at the exchange rates ruling at the balance sheet date. Exchange gains and
losses are dealt with in the profit and loss account.

The accounts of overseas branches and subsidiaries are translated into Hong Kong dollars at the average
exchange rates for the year; balance sheet items are translated into Hong Kong dollars at the rates of
exchanges ruling at the balance sheet date. The resulting exchange differences are dealt with as movements
in reserves.

(j) Tangible fixed assets and depreciation

(1) In preparing these accounts, advantage has been taken of the transitional provisions set out in
paragraph 80 of SSAP 17 “Property, Plant and Equipment” issued by the HKSA, with the effect
that bank premises have not been revalued to fair value at the balance sheet date.

(ii) Equipment, comprising furniture, plant and other equipment, is stated at cost less depreciation
calculated on a straight-line basis to write off the assets over their estimated useful lives, which
are generally between 3 to 10 years.

(iii) No amortisation is provided on freehold land. Leasehold land is amortised in equal annual
instalments over the remaining term of the lease. Buildings are amortised by equal instalments
over the estimated useful lives which in no case exceed 50 years.

(iv) Investment properties are stated in the balance sheet at their open market values which are
assessed annually by professional qualified valuers. Any surplus or deficit arising on revaluation
is treated first as a movement in the investment property revaluation reserve and, to the extent that
accumulated deficits exceed surpluses, subsequently as a charge to the profit and loss account.
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(k} Investments in securities

(i) Dated debt securities that the Group and/or the Bank have the ability and intention to hold to
maturity are classified as held-to-maturity securities. Held-to-maturity securities are stated in the
balance sheet at amortised cost less any provisions for diminution in value.

The carrying amounts of held-to-maturity securities are reviewed as at the balance sheet date in
order to assess the credit risk and whether the carrying amounts are expected to be recovered.
Provisions are made when carrying amounts are not expected to be recovered and are recognised
as an expense in the profit and loss account.

(iiy Trading securities are stated in the balance sheet at fair value. Changes in fair value are
recognised in the profit and loss account as they arise.

(iii) Non-trading securities are stated in the balance sheet at fair value. Changes in the fair value are
recognised in the investment revaluation reserve until the security is sold, collected, or otherwise
disposed of, or until there is objective evidence that the security is impaired, at which time the
relevant cumulative gain or loss is transferred from the investment revaluation reserve to the
profit and loss account.

(1v) Transfers from the investment revaluation reserve to the profit and loss account as a result of
impairments are reversed when the circumstances and events that led to the impairment cease to
exist and there is persuasive evidence that the new circumstances and events will persist for the
foreseeable future. '

(v) Profits or losses on disposal of investments in securities are accounted for in the profit and loss
account as they arise. In the case of non-trading securities, the profit or loss includes any amount
previously held in the investment revaluation reserve in respect of that security.

(1) Finance and operating leases

Leases under which substantially all the risks and benefits of ownership are transferred to the lessees
are classified as finance leases. Where the Group is a lessor under finance leases, an amount representing the
net investment in the lease is included in the balance sheet as “Advances to customers”. Finance income
implicit in the lease payment is recognised as “Interest income” over the period of the leases in proportion
to the funds invested. Hire purchase contracts having the characteristics of finance leases are accounted for
in the same manner as finance leases.

Other leases are classified as operating leases. Where the Group is a lessor under operating leases, the
leased assets are included in “Tangible fixed assets”. Rentals receivable under operating leases are recognised
as “Other operating income” in equal installments over the accounting period covered by the lease term.

(m) Off-balance sheet financial instruments

Off-balance sheet financial instruments arise from forward, swap and option transactions undertaken in
the foreign exchange, interest rate and equity markets. The method of accounting for these instruments is
dependent upon whether the transactions are undertaken for dealing purposes, to hedge risk, or as part of the
management of asset and liability portfolios.

Derivatives carried in dealing portfolios are marked-to-market, and gains and losses are included in
dealing profits or losses.

Derivatives used in balance sheet management to hedge open positions for specific assets or liabilities,
are accounted for on an accruals basis, consistent with the underlying cash assets and liabilities held in these
portfolios.
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To qualify as a hedge, a derivative must be effective in reducing the price or interest rate risk of the
asset or liability to which it is linked and be designed as a hedge at inception of the derivative contract.

Interest rate swap transactions undertaken as part of the management of asset and liability portfolios
are separately identified and interest income or expense arising therefrom is netted off against the related
interest income or expense on the on-balance sheet items which these transactions are hedging.

Any gain or loss on termination of hedging derivatives is deferred and amortised to the profit and loss
account over the original life of the terminated contract. Where the underlying asset, liability or position is
sold or terminated, the hedging derivative is immediately marked to market through the profit and loss
account.

(n) Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Bank or Group has a
legal or constructive obligation arising as a result of a past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate can be made. Where the time value
of money is material, provisions are stated at the present value of the expenditures expected to settle the
obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot
be estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events, are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is remote.

(o) Impairment of assets

At each balance sheet date, if internal and external sources of information indicate that any property
(other than investment properties), plant and equipment, investments (other than those accounted for as
“trading securities” under Note 2(k)(ii)) or goodwill is impaired, the asset’s recoverable amount is estimated,
and an impairment loss is recognised in the profit and loss account whenever the carrying amount of an asset
exceeds its recoverable amount.

The recoverable amount of an asset is the greater of its net selling price and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of time value of money and the risks specific to the asset. Where
an asset does not generate cash inflows largely independent of those from other assets, the recoverable
amount is determined for the smallest group of assets that generates cash inflows independently (i.e. a
cash-generating unit).

In respect of assets other than goodwill, an impairment loss is reversed if there has been a change in
the estimates used to determine the recoverable amount. An impairment loss in respect of goodwill is
reversed only if the loss was caused by a specific external event of an exceptional nature that is not expected
to recur, and the increase in recoverable amount relates clearly to the reversal of the effect of that specific
event.

A reversal of impairment losses is limited to the asset’s carrying amount that would have been
determined had no impairment loss been recognised in prior years. Reversals of impairment losses are
credited to the profit and loss account in the year in which the reversals are recognised.
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(p) Related parties

Parties are considered to be related to the Group if the Group has the ability, directly or indirectly, to
control the party or exercise significant influence over the party in making financial and operating decisions,
or vice versa, or where the Group and the party are subject to common control or common significant
influence. Related parties may be individuals or entities.

(q) Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or
services (business segment), or in providing products or services within a particular economic environment
(geographical segment), which is subject to risks and rewards that are different from those of other segments.

The Group has chosen business segment information as the primary reporting format and geographical
segment information as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include items directly attributable to a
segment as well as those that can be allocated on a reasonable basis to that segment. Segment revenue,
expenses, assets and liabilities are determined before intra-group balances and intra-group transactions are
eliminated as part of the consolidation process, except to the extent that such intra-group balances and
transactions are between Group enterprises within a single segment. Inter-segment pricing is based on similar
terms as those available to other external parties.

Segment capital expenditure is the total cost incurred during the year to acquire segment assets (both
tangible and intangible) that are expected to be used for more than one year.

(r) Cash equivalents

Cash and cash equivalents comprise cash and balances with banks and other financial institutions, and
short-term, highly liquid inter-bank placements and investments that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value, having been within three
months of maturity at acquisition. Balances of banks and other financial institutions that are repayable on
demand and form an integral part of the Group’s cash management are also included as a component of cash
and cash equivalents for the purpose of the cash flow statement.

(s) Employee benefits

(i)  Salaries, annual bonuses, paid annual leave and the cost to the Group of non-monetary benefits
are accrued in the year in which the associated services are rendered by employees of the Group.

(i) Contributions to Mandatory Provident Funds as required under the Hong Kong Mandatory
Provident Funds Scheme Ordinance are recognised as an expense in the profit and loss account
when incurred.

(1i1)) When the Group grants employees options to acquire shares of the Bank, the consideration
received are recognised as other accounts and provisions at the date of grant. When the options
are exercised, shareholders’ fund is increased by the amount of the proceeds and consideration
received.
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3. Adoption of new and revised SSAPS

The following new and revised SSAPs which became effective for accounting period beginning on or
after 1st January 2002, were adopted for the preparation of these financial statements:

— SSAP 1 (revised), “Presentation of Financial Statements”
—  SSAP 15 (revised), “Cash Flow Statements”

—  SSAP 34, “Employee Benefits”

(a) SSAP I (revised), “Presentation of Financial Statements”

In order to comply with the requirements of SSAP 1 (revised), the Group adopts the new statement
“Consolidated Statement of Changes in Equity” which replaces the “Consolidated Statement of Recognised
Gains and Losses” previously prepared. This statement reconciles the movement of key components of the
shareholders’ fund, including share capital, reserves and unappropriated profit, from the beginning to the end
of the financial period.

(b) SSAP 15 (revised), “Cash Flow Statements”

The format of the “Consolidated Cash Flow Statement” has been revised to follow the new
requirements of SSAP 15 (revised). The comparative figures were restated to conform with current period
presentation.

(¢) SSAP 34, “Employee Benefits”

In prior years, the Group did not provide for the liabilities in respect of its employees’ vested annual
leave. SSAP 34 requires that obligations in respect of these entitlements should be accrued as soon as services
are rendered. The changes have been applied retrospectively, resulting in prior period adjustments with the
opening balance of shareholders’ fund as at 1st January 2001 and 1st January 2002 decreasing by
HK$11,772,000 and HK$13,290,000 respectively. The comparative figure in respect of staff costs for 2001
has been restated by an increase of HK$1,518,000.
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4.  Operating profit

(a) Interest Income

The amount included interest income on debt securities amounted to HK$237,334,000 (2001:
HK$222,122,000).

(b) Other operating income

2002 2001
Fees and commissions
Credit commission and fees. . . ... ... .. .. . . ... ... 70,536 72,129
Credit card related fees. . . .. ...... ... ... ...... e 59,647 60,780
Trade related fees. . . .. .. o ot 55,927 54,826
Stockbroking fees. . ... .. ... . 25,699 27,488
Other fees and commission income . ... ... i .. 102,898 92,233
Less: fees and commission paid. . . ........... ... ... .. ... (21,663) (20,568)
293,044 286,388
Gains arising from dealing in foreign currencies. .. ... ........... 60,554 58,052
Losses on securities and derivative trading. . . . ... .............. (6,721) (817)
Gains arising from other dealing activities. . .. ................. 817 3,097
Dividend income from unlisted investments . . . .. ............... 3,777 1,942
Dividend income from listed investments. . ... ................. 314 1,814
Others . . ... . 13,628 12,073
365,413 363,049
(¢) Operating expenses
2002 2001
(restated)
Staff costs
Salaries and other staff costs. .. . ... ... .. ... .. ... .. .... 364,248 333,956
Retirement benefit costs (Note 31). . .. ... .. ... ... .. .. ...... 30,432 32,148
394,680 366,104
Premises and equipment expenses, excluding depreciation. . ........ 62,540 63,617
Depreciation (Note 28(a)). . . .. .. .. .o i 50,118 46,875
Auditors’ remuUNeration. . . . . . .. vt e 2,157 1,932
O hers . .o e 86,007 110,166
595,502 588,694
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5. (a) Losses on revaluation of investment properties and disposal of tangible fixed assets

The amount included an unrealised loss on revaluation of investment properties amounting to
HK$14,400,000 (unrealised loss in 2001: HK$271,000).

(b) Profits on disposal of held-to-maturity and non-trading securities

2002 2001
Profit on disposal of held-to-maturity securities . .. .......... 31,922 4,794
Profit on disposal of non-trading securities .. .............. 19,395 26,632
51,317 31,476

6.  Taxation
(a) Taxation in the consolidated profit and loss account represents:

2002 2001
Provision for Hong Kong profits tax . ... .............. L 71,702 84,745
Overseas taxation . . . . . .ttt it e e e 29,842 25,478
101,544 110,223

The provision for Hong Kong profits tax is calculated at 16% (2001: 16%) of the estimated
assessable profits for the year ended 31st December 2002. Overseas taxation is provided at the

appropriate current rates of taxation ruling in the countries in which the relevant units of the
Group operate.

(b) Tax recoverable and provision in the balance sheets are as follows:

The Group The Bank
2002 2001 2002 2001
Tax recoverable included in
“Advances to customers and
other accounts less provisions” . . 6,997 - 39,009 2,341 39,009
Tax provision included in “Other
accounts and provisions”. ... ... 30,066 37,527 3,161 945

|

(¢) No provision for deferred taxation has been made as the effect of all timing differences is
immaterial.
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7.  Profit attributable to the shareholders

The profit attributable to the shareholders includes an amount of HK$555,478,000 (2001 (restated):
HK$621,118,000) which has been dealt with in the accounts of the Bank.

Reconciliation of the above amount to the Bank’s profit for the year:

2002 2001
(restated)
Amount of consolidated profit attributable to shareholders dealt
with in the Bank’s acCounts. . . . . . ..ttt ittt e 555,478 621,118
Final dividend from a subsidiary attributable to the profits of
the previous year, approved and paid during the year. . . ......... — 81,553
Bank’s profit for the year (Note 25) ... ........ ... ... ...... 555,478 702,671
8. Dividends
(a) Dividends attributable to the year
2002 2001
Interim dividend declared and paid of HK$0.37
(2001: HK$0.37) per share on 293,458,500
(2001: 293,428,500) shares . . . ... ... ... 108,580 108,569
Underprovision of final dividend in respect of
the Previous YEar . . . . .. .ottt e 25 20

Final dividend proposed after the balance sheet

date of HK$0.79 (2001: HK$0.85) per share

on 293,458,500 (2001: 293,428,500) shares . ................. 231,832 249414
Special dividend proposed after the balance sheet

date of HK$0.66 (2001: Nil) per share on

293,458,500 (2001: 293,428,500) shares. . ... ................ 193,683 —

534,120 358,003

The final and special dividends proposed after the balance sheet date have not been recognised as a
liability at the balance sheet date. '

(b) Dividends attributable to the previous year, approved and paid during the year

2002 2001
Final dividend in respect of the previous year,
approved and paid during the year, of HK$0.85
(2001: HK$0.85) per share on 293,458,500
(2001: 293,428,500) shares . . . . ....... .. .. ... .. .. 249,439 249413
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9. Directors’ emoluments

Directors’ emoluments disclosed pursuant to section 161 of the Hong Kong Companies Ordinance are

as follows:

.Executives’ fees. ... ........
Non-executives’ fees . . ... ...
Salaries and other emoluments .
Pension contributions. .. ... ..
Performance bonuses . . ... ...

2002 2001
............................ 573 573
........................... 700 700
............................ 10,201 9,635
............................ 975 910
............................ 1,545 2,450
13,994 14,268

In addition to the above remunerations, Executive Directors were granted share options under the
Bank’s Share Option Scheme. The details of these benefits in kind are disclosed under “Share Option
Information” in the Report of the Directors.

The emoluments of the directors

HK$0 — HK$1,000,000
HK$1,500,001 — HK$2,000,000
HK$2,000,001 — HK$2,500,000
HK$2,500,001 — HK$3,000,000
HK$6,000,001 — HK$6,500,000

10. Executives’ emoluments

are within the following bands:

2002 2001

Number of Number of
Directors Directors

r—-‘b—-‘t\)l ~J
[ S g W |

The five highest paid individuals included four {2001: four) directors, details of whose emoluments are
set out in Note 9 above. The emoluments of the remaining individual (2001: one) are as follows:

Salaries and other emoluments .
Pension contributions. . . ... ..
Performance bonuses . . ... ...

The emoluments of the executive are within the following band:

HK$1,500,001 — HK$2,000,000

2002 2001
............................ 1,568 1,548
............................ 180 177
............................ 200 250
1,948 1,975

2002 2001
Number of Number of
Executives Executives

............................ 1 1
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11. Earnings per share and diluted earnings per share

The calculation of earnings per share is based on profit attributable to the shareholders of
HK$680,747,000 (2001 (restated): HK$778,993,000) and on the weighted average number of 293,452,007
(2001: 293,427,777) ordinary shares in issue during the year. The calculation of diluted earnings per share
is based on profit attributable to the shareholders of HK$680,747,000 (2001 (restated): HK$778,993,000) and
on the weighted average number of 293,524,778 (2001: 293,513,778) ordinary shares in issue during the year
after adjustment for the effects of all dilutive potential ordinary shares.

12. Cash and short-term funds

The Group The Bank
2002 2001 2002 2001
Cash and balances with banks and other
financial institutions . . .. ... ....... 581,832 644,844 327,106 428,983
Money at call and short notice .. ...... 11,205,586 8,752,039 11,155,260 8,719,433
Treasury bills (Note 23) . .. .......... 575,634 376,457 399,174 298,799

12,363,052 9,773,340 11,881,540 9,447,215

All treasury bills are held-to-maturity, issued by central governments and central banks and are
unlisted.

13. Trade bills less provisions

The Group The Bank
2002 2001 2002 2001

Trade bills .. ..... ... ... ... .... 320,697 288,314 254,777 251,583
Specific provisions for bad and doubtful

debts (Note 17) ... .............. 907) (323) (907) (323)
General provisions for bad and doubtful

debts Note 17) . ...... ... ... ... (2,493) (2,718) (1,175) (1,984)

317,297 285,273 252,695 249,276

14. Certificates of deposit held

All the certificates of deposit held are held-to-maturity and are unlisted.

15. Trading securities

The Group The Bank
2002 2001 2002 2001
Debt securities (Note 23)
Listed outside Hong Kong. . ... ..... 124,609 — 124,609 —
Unlisted. . . .................... 127,988 — 127,988 —
252,597 — 252,597 —
Equity securities listed in Hong Kong . . . 6,826 6,542 — —

259,423 6,542 252,597 —
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Trading securities analysed by counterparty are as follows:

The Group The Bank
2002 2001 2002 2001
Issued by:
Banks and other financial institutions. . 204,791 2,318 202,597 —
Corporate entities. . . . ... ......... __5_{_6_3_% 4224 50,000 —
259,423 6,542 252,597 —
16. Advances to customers and other accounts less provisions
(a) Advances to customers and other accounts
The Group The Bank
2002 2001 2002 2001
Advances to customers (Note 23) . ... .. 34,417,300 35,515,244 26,853,587 28,966,046
Advances to banks and other financial
institutions (Note 23) .. ........... 174,828 206,533 174,828 206,533
Specific provisions for bad and doubtful
debts (Note 17) . ... ............. (277,032) (270,508) (230,073) (227,884)
General provisions for bad and doubtful
debts WNote 17) .. .......... ... .. (348,572) (358,406) (236,431) (259,044)
Accrued interest and other accounts . . . . 503,300 565,993 293,575 365,999

34,469,824 35,658,856

26,855,486 29,051,650

(b) Non-performing loans

The advances net of suspended interest, on which interest is being placed in suspense or on which
interest accrual has ceased, the amount of suspended interest and specific provisions made after taking into

account the value of collateral in respect of such advances are as follows:

Gross non-performing advances to customers. .. ................

Gross non-performing advances as a percentage

of total advances to CUSIOMEIS. . . . . . ..o i vt a
Amount of collateral held. . . . ...... ... ... ... ... ... .. ...,
Specific provisions . .. ... ... ...
Suspended interest. . . . ... .. ...

The Group
2002 2001
922,785 1,349,795
2.68% 3.80%
600,359 911,945
275,977 267,553
476,054 470,639

There were no advances to banks and other financial institutions on which interest is being placed in

suspense or on which interest accrual has ceased on 31st December, 2002 and 31st December, 2001.
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(c¢) Inciuded in advances to customers are net investments in finance leases

The total minimum lease payments receivable under finance leases and their present values are as

follows:

The Group
2002 2001
Present Interest Present Interest
value of the income Total value of the income Total
minimum  relating to  minimum minimum  relating to  minimum
lease future lease lease future lease
payments periods payments payments periods payments
Amount receivable:
Within 1 year. . ......... 1,134,123 151,828 1,285,951 934,684 154,341 1,089,025
After 1 year but within
Syears. . ............ 1,287,387 133,595 1,420,982 1,077,948 130,154 1,208,102
After Syears........... 384,181 62,170 446,351 290,155 49,699 339,854
2,805,691 347,593 3,153,284 2,302,787 334,194 2,636,981
Provisions for bad and
doubtful debts. . .. ... .. (2,987) (2,128)
Net investment in finance
leases. . . ............ 2,802,704_ 2,300,659

The Bank had no finance lease receivable as at 31st December, 2002 and 31st December, 2001.

17. Provisions for bad and doubtful debts

At IstJanuary....................
New provisions
Releases

Net charge to profit and loss account. . . .
Recoveries of advances written off in
previous years
Interest suspended during the year. . . . ..
Amounts written off. . . ... ... ..... ..

At 31st December

Representing:
Trade bills (Note 13)
Advances to customers (Note 16(a)) . . ..

The Group
2002
Suspended
Specific General Total Interest

270,831 361,124 631,955 470,639
493,837 — 493,837 —
(15,772) (10,059) (25,831) —
478,065 (10,059) 468,006 —
26,317 — 26,317 (46,859)
— — = 168,576
(497,274) — (497,274) (116,200)
277,939 351,065 629,004 476,156
907 2,493 3,400 102
277,032 348,572 625,604 476,054
277,939 351,065 629,004 476,156
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The Bank
2002
Suspended
Specific General Total Interest
At lstJanuary. . .................. 228,207 261,028 489,235 391,888
New provisions . . . ................ 422,007 — 422,007 —
Releases . . . ..................... (15,585) (23,422) (39,007) —_
Net charge to profit and loss account. . .. 406,422 (23,422) 383,000 —
Recoveries of advances written off in :
previous years . .. ............... 21,795 — 21,795 (32,912)
Interest suspended during the year. . . . .. — — — 146,595
Amounts written off. . ... ... ........ (425,444) — (425,444) (107,147)
At 31st December . . ............. .. 230,980 237,606 468,586 398,424
Representing:
Trade bills (Note 13) .. ............. 907 1,175 2,082 102
Advances to customers (Note 16(a)) . ... 230,073 236,431 466,504 398,322
230,980 237,606 468,586 398,424
The Group
2001
Suspended
Specific General Total Interest
At lstJanuary. ................... 288,551 352,104 640,655 387,324
New provisions . . . . ............... 456,161 15,045 471,206 —
Releases . . . ..................... 42,177 (6,025) (48,202) —
Net charge to profit and loss account. . .. 413,984 9,020 423,004 —
Recoveries of advances written off in
previous years . ... .............. 24,457 — 24,457 (32,490)
Interest suspended during the year. . . . .. —_ — — 210,809
Amounts written off. . . ... .. .. ...... (456,161) — (456,161) (95,004)
At 31st December . . . .............. 270,831 361,124 631,955 470,639
Representing:
Trade bills (Note 13) .. .. ........... 323 2,718 3,041 —
Advances to customers (Note 16(a)) .... 270,508 358,406 628,914 470,639
270,831 361,124 631,955 470,639
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The Bank
2001
Suspended
Specific General Total Interest

At Ist January. . .................. 227,549 262,999 490,548 329,813
New provisions . . . . ............... 374,720 — 374,720 —
Releases . .. ..................... (21,149) (1,971 (23,120) _
Net charge to profit and loss account. . .. 353,571 (1,971) 351,600 —
Recoveries of advances written off in :

Previous years . . .. .............. 21,807 — 21,807 (25,769)
Interest suspended during the year. . . . .. — — — 180,282
Amounts written off. . . ... ....... ... (374,720) — (374,720) (92,438)
At 3lst December . . ... ............ 228,207 261,028 489,235 391,888
Representing:

Trade bills Note 13) . .. ............ 323 1,984 2,307 —
Advances to customers (Note 16(a)) . ... 227,884 259,044 486,928 391,888

228,207 261,028 489,235 391,888

18. Held-to-maturity and non-trading securities
The Group The Bank
2002 2001 2002 2001

Held-to-maturity securities:
Held-to-maturity debt securities

Listed

—inHongKong................ 2,155 2,139 — —

— outside Hong Kong .. .......... 1,026,774 1,351,714 1,026,774 1,268,739

1,028,929 1,353,853 1,026,774 1,268,739

Unlisted. . . ......... ... ....... 6,023,781 2,394,338 5,621,467 1,732,050

7,052,710 3,748,191 6,648,241 3,000,789
Less: specific provision on unlisted
debt securities .............. (11,600) — — —_

7,041,110 3,748,191 6,648,241 3,000,789

Non-trading securities:
Non-trading debt securities
Listed (at market value)

—inHong Kong . ............... — 247,137 —_ 247,137
— outside Hong Kong . . .......... — 648,621 — 648,621
Unlisted. . . .................... — 76,093 — 76,093
— 971,851 — 971,851
Non-trading equity securities

Listed in Hong Kong
(at market value). . ... .......... 1,031 1,122 573 1,002
Unlisted. .. .......... ... ... ... 30,446 117,332 127,761 216,797
31,477 118,454 128,334 217,799
31,477 1,090,305 128,334 1,189,650

7,072,587 4,838,496 6,776,575 4,190,439

Market value of listed held-to-maturity
debt securities . .. ............... 1,057,261 1,340,058 1,055,106 1,255,635
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During the year, held-to-maturity securities with an amortised cost of HK$773,877,000 (2001:
HK$117,512,000) were disposed of at a profit HK$31,922,000 (2001: HK$4,794,000) being recognised in the
profit and loss account. Management, approved by the Asset and Liability Management Committee, sold
these held-to-maturity securities to modify the maturity and risk profile of the investment portfolios.

Held-to-maturity and non-trading securities analysed by counterparty are as follows:

The Group The Bank
2002 2001 2002 2001
Issued by:
Central governments and central banks . . — 247,137 — 247,137
Banks and other financial institutions ... 3,964,316 1,734,555 3,904,629 1,700,015
Corporate entities . . ............... 2,600,800 2,132,087 2,364,487 1,518,573
Publicsector. .. ... ... ............ 507,471 724,717 507,459 724,714

7,072,587 4,838,496 6,776,575 4,190,439

Held-to-maturity treasury bills and certificates of deposit are disclosed separately in the balance sheets,
note 12 and note 14 to the accounts.

19. Investments in subsidiaries

2002 2001
Unlisted shares, at CoSt. . . . . ... i 360,657 368,672
The following list contains only the particulars of principal subsidiaries:
Place of Nominal value of
incorporation issued ordinary Percentage
Name of company and operation shares held Principal activities
Banco Weng Hang, SA. .. .. ... ... Macau MOP120,000,000  100%  Banking
Wing Hang Bank (Cayman) Limited . . . Cayman Islands US$15,000,000  100%  Banking
Wing Hang Finance Company Limited . . Hong Kong HK$80,000,000  100%  Deposit Taking and
‘ Hire Purchase

Wing Hang Zurich Insurance . ... . .. Hong Kong HK$45,000,000 65%  Insurance

Company Limited
Cyber Wing Hang Limited . . . . . . . .. Hong Kong HK$30,000,000  100%  Information Technology

Investment

Wing Hang Credit Limited . ... .. .. Hong Kong HK$20,000,000  100%  Consumer Lending
Wing Hang Shares Brokerage . . . . . .. Hong Kong HK$10,000,000  100%  Securities Dealing

Company Limited
Wing Hang Bank (Trustee) Limited . . . Hong Kong HK$3,000,000 100%  Trustee Services
Wing Hang Insurance Brokers Limited . . Hong Kong HK$100,000 100%  Insurance Broker
Wing Hang Insurance Agency Limited . . Hong Kong HK$50,000  100%  Insurance Agency
Wing Hang Bank {Nominees) Limited . . Hong Kong HK$10,000  100%  Nominee Services
Cheuk Woo Enterprises Company . . . . Hong Kong HK$10,000 100%  Property Investment

Limited

All the above companies are held directly by the Bank.
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20. Investments in associated companies

The Group The Bank
2002 2001 2002 2001
Unlisted shares, atcost. . .. .......... — — 55,000 55,000
Share of net assets. . . .............. 25,924 33,771 — —
Loan to an associated company. ....... 31,000 27,000 31,000 27,000
56,924 60,771 86,000 82,000

Loan to an associated company is unsecured, interest-free and repayable on 28th December, 2008.

The following list contains the particulars of associated companies:

Place of Nominal value of
incorporation  issued ordinary Percentage Voting
Name of company and operation shares held power Principal activities
Bank Consortium Holding Limited . .  Hong Kong  HK$150,000,000 13% 1 outof 7%  Provision of services
for retirement schemes
Hong Kong Life Insurance Limited. . Hong Kong HK$210,000,000 17% I out of 6*  Insurance

* Representing the number of votes on the board of directors attributable to the Bank.

Note:  Although the Bank holds less than 20% of the issued ordinary shares of Bank Consortinm Holding Limited and Hong
Kong Life Insurance Limited, these two companies are classified as associated companies under SSAP 10 as the Bank

is considered to have significant influence on the financial and operating policy decisions of these two companies.
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21.

Tangible fixed assets

The Group
Bank Investment
Premises Properties Equipment Total

Cost or valuation

At 1st January, 2002. . ............ 1,054,342 164,400 405,806 1,624,548

Additions. . ... ... ... L. 60,867 _ 44,381 105,248

Disposals. . . ................... (795) — (28,937) (29,732)

Deficit on revaluation. . ... ........ — (14,400) — (14,400)

At 31st December, 2002 ... ... .. ... 1,114,414 150,000 421,250 1,685,664
The analysis of cost or valuation of the above assets is as follows:
Atcost.. ... ... ... . ... .. . .. 720,812 — 421,250 1,142,062
At valuation

2002, .. — 150,000 — 150,000

1990 . ... . ... 357,888 — — 357,888

1989 . . . 9,347 —_ — 9,347

1984 . .. 26,367 —_ — 26,367

1,114,414 150,000 421,250 1,685,664

Accumulated depreciation

At 1st January, 2002. . .. .......... 88,717 — 263,635 352,352

Charge for the year . ... ....... ... 12,099 - 38,019 50,118

Written back on disposals . . ... ... .. (501) — (25,056) (25,557)

At 31st December, 2002 ... .. ... ... 100,315 — 276,598 376,913
Net book value

at 31st December, 2002. . . ... ...... 1,014,099 150,000 144,652 1,308,751

at 31st December, 2001. . .. . ... ... . 965,625 164,400 142,171 1,272,196

Bank premises were stated at cost or directors’ valuation.
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Investment properties were revalued by an independent firm of surveyors, FPDSavills who have among
their staff, Fellows of the Hong Kong Institute of Surveyors, on an open market value basis as at 10th
December, 2002.

The Bank
Bank Investment
Premises Properties Equipment Total

Cost or valuation

At Ist January, 2002. ... .......... 820,579 90,000 334,673 1,245,252

Additions. . ... ... ... o 52,022 —_ 33,945 85,967

Disposals. . . ................ ... — — (22,816) (22,816)

Deficit on revaluation. .. .......... — (7,000) — (7,000)

At 31st December, 2002 . . . ... ... .. 872,601 83,000 345,802 1,301,403
The analysis of cost or valuation of the above assets is as follows:
ALCOSt. ..o i 513,863 —_— 345,802 859,665
At valuation

2002 . .. e — 83,000 — 83,000

1990 . .. . ... .. 357,888 — — 357,888

19890 . . . . . 850 — — 850

872,601 83,000 345,802 1,301,403

Accumulated depreciation ,

At 1st January, 2002. ... .......... 63,270 — 205,163 268,433

Charge fortheyear .............. 9,445 — 33,716 43,161

Written back on disposals . . ... ... .. —_ — (19,278) (19,278}

At 31st December, 2002 . . ... ...... 72,715 —_ 219,601 292,316
Net book value

at 31st December, 2002. . .......... 799,886 83,000 126,201 1,009,087

at 31st December, 2001. . . ... ... ... 757,309 90,000 129,510 976,819
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22,

The net book value of bank premises and investment properties comprises:

Freehold
— Held outside Hong Kong . . . . . ... ..
Leasehold
— Held in Hong Kong
Long leases (over 50 years unexpired)
Medium-term leases (10 to 50 years
unexpired). . . ... .. L
— Held outside Hong Kong
Long leases (over 50 years unexpired)
Medium-term leases (10 to 50 years
unexpired) .. ........ ... ...
Short leases (less than 10 years
unexpired) ... ... ... .. ... ...

Deposits from customers

Demand deposits and current accounts. . .
Saving deposits . . .................
Time, call and notice deposits. . . ... ...

The Group The Bank
2002 2001 2002 2001
50,670 51,303 — —
622,126 585,889 509,152 470,573
429,200 437,998 362,217 364,753
2,145 2,183 2,145 2,183
53,334 45,792 9,372 9,800
6,624 6,860 — —
1,164,099 1,130,025 882,886 847,309
The Group The Bank
2002 2001 2002 2001
2,849,844 2,455,265 2,595,127 2,225,149
7,058,601 6,232,233 5,146,809 4,629,520
35,393,922 37,010,265 25,514,127 27,008,832
45,302,367 45,697,763 33,256,063 33,863,501
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23. Maturity profile

The Group
2002
1 year or 5 years
Repayable less but or less
on 3 months over 3 but over After
demand or less months 1 year 5 years  Undated Total
Assets
- Treasury bills (Note 12). . . . . ... — 546,689 . 28945 — — — 575,634
- Placements with banks and other
financial institutions maturing
between 1 and 12 months . . . . . — 763,566 88,945 — — — 832,511
- Certificates of deposit held. . . . . . — — 299,960 106,410 — — 406,370
- Trading debt securities (Note 15) . . — 252,597 ' — 252,597

- Advances to customers (Note 16(a)). 2,103,314 3,495,785 4,053,970 11,032,526 13,566,067 165,638 34,417,300
- Advances to banks and

other financial institutions

(Note 16(2)) . . . .. ........ 51 —_ 31,778 142,999 — — 174,88
- Held-to-maturity debt securities . . . — 215442 780,107 5,017,897 1,039,264 — 7,052,710

2,103,365 5,021,482 5,283,705 16,552,429 14,605,331 165,638 43,731,950

Liabilities
- Deposits and balances of banks

and other financial institutions. . . 120,906 236,810 7,799 56,545 — — 422,060
- Deposits from customers . . . .. .. 9,916,400 33,371,414 1,483,931 530,622 — — 45,302,367
- Certificates of deposit issued. . . . . — 1,130,543 873,828 2,373,461 — — 4,377,832
10,037,306 34,738,767 2,365,558 2,960,628 — — 50,102,259
The Bank
2002
1 year or 5 years
Repayable less but or less
on 3 months over 3 but over After
demand or less months 1 year S years  Undated Total
Assets )
- Treasury bills (Note 12). . . . . . .. — 399,174 — — — — 399,174
- Placements with banks and other ‘
financial institutions maturing
between 1 and 12 months . . . . . — 685712 83,445 — — — 769,157
- Certificates of deposit held. . . . . . — — 299960 100,000 — — 399,960
Trading debt securities (Note 15) . . — 252,597 — 252,597

- Advances to customers (Note 16(a)). 1,932,409 2,718,010 2,548,406 8,085,745 11,526,315 42,702 26,853,587
- Advances to banks and other

financial institutions (Note 16(a)) . 51 — 31,778 142,999 — — 174,828
- Held-to-maturity debt securities . . . — 88,988 709,929 4,813,885 1,035439 — 6,648,241
1,932,460 3,891,884 3,673,518 13,395,226 12,561,754 42,702 35,497,544
Liabilities

- Deposits and balances of banks and
other financial institutions . . . . . 108,871 236,810 7,799 56,545 — — 410,025
- Deposits from customers . . . . . .. 7,746,526 24,341,311 1,029,904 138,322 — — 33,256,063
Certificates of deposit issued. . . . . — 1,130,543 917,328 2,442,730 — — 4,450,601

7,855,397 25,708,664 1,955,031 2,637,597 — — 38,156,689
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Assets

- Treasury bills (Note 12). . . .. ...
- Placements with banks and other
financial institutions maturing

between 1 and 12 months

- Certificates of deposit held. . . . . .
- Trading debt securities (Note 15) . .
- Advances to customers (Note 16(a)).
- Advances to banks and other -

financial institutions (Note 16(a)) .
- Held-to-maturity and non-trading

debt securities

Liabilities

- Deposits and balances of banks and

other financial institutions
- Deposits from customers

- Certificates of deposit issued. . . . .

Assets

- Treasury bills (Note 12). . . .. . ..
- Placements with banks and other
financial institutions maturing

between 1 and 12 months

- Certificates of deposit held. . . . ..
- Trading debt securities (Note 15) . .
- Advances to customers (Note 16(a)).
- Advances to banks and other
financial institutions (Note 16(a)) .
- Held-to-maturity and
non-trading debt securities. . . . .

Liabilities

- Deposits and balances of banks and

other financial institutions
- Deposits from customers

- Certificates of deposit issued. . . . .

The Group
2001
1 year or S years
Repayable less but or less
on 3 months  over 3 but over After
demand or less months 1 year 5 years  Undated Total
— 227385 149,072 — — — 376457
— 2423459 287,810 — — — 2,711,269
— — 152,899 299915 — — 452814
2,295944 3,209,071 4,381,364 10,981,672 14,427,347 219,846 35,515,244
18 — 31,772 127,086 47,657 — 206,533
— 120,939 489,809 2947893 1,161,401 — 4,720,042
2,295,962 5,980,854 5,492,726 14,356,566 15,636,405 219,846 43,982,359
82,848 315317 14,815 — — — 412,980
8,697,513 34,663,185 2,184,208 152,857 — — 45,697,763
— — 709,865 1,776,554 — — 2,486,419
8,780,361 34,978,502 2,908,888 1,929,411 — — 48,597,162
The Bank
2001
1 year or 5 years
Repayable less but or less
on 3 months  over 3 but over After
demand or less months 1 year 5 years  Undated Total
— 149,727 149,072 — — — 298,799
— 2,337,718 284,810 — — — 2,622,528
— — 152,899 299915 — — 452,814
2,082,158 2,555,75 3,110,777 8,460,35 12,681,984 75,071 28,966,046
18 — 31,772 127,086 47,657 — 206,533
— 42,965 383,063 2,433,420 1,113,192 — 3,972,640
2,082,176 5,086,147 4,112,393 11,320,740 13,842,833 75,071 36,519,360
78,709 315317 14,815 — — — 408,341
6,864,684 25,552,650 1,311,841 134,326 — — 33,863,501
— — 709,865 1,776,554 — — 2,486,419
6,943,393 25,867,967 2,036,521 1,910,880 — — 36,758,761
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24. Share capital .

2002 ’ 2001
Authorised: _
450,000,000 (2001:450,000,000) ordinary shares of HK$1 each. .. ... 450,000 450,000
Issued and fully paid:
At IstJanuary. . .. ... e e 293,429 293,405
Shares issued under share option scheme. . . . . e 30 24

293,458,500 (2001: 293,428,500) ordinary shares of HK$1 each . . ... 293,459 293,429
On 10th March, 2002, options were exercised to subscribe for 30,000 ordinary shares in the Bank at

a consideration of HK$708,000 of which HK$30,000 was credited to share capital and the balance of
HK$678,000 was credited to the share premium account.

25. Reserves

The Group
2002
Bank
premises Investment Capital  Unappro-
Share Capital General revaluation revaluation redemption  priated
premium  reserve reserve reserve reserve reserve profits Total

At 1st January, 2002
- as previously reported. . . 329,999 215509 2,100,178 321,000 {866) 769 2,784,883 5,751,872
- prior year adjustment in

respect of short-term ‘
employee benefit. . . . — — — — — —  (13,290)  (13,290)

-asrestated . .. ... ... 329,999 215,909 2,100,178 321,000 (866) 769 2,771,593 5,738,582
Exchange adjustments. . . . — — 23 — — — — 23
Shares issued under share :

option scheme . . . . .. 678 — — — — — — 678
Realised loss on disposal of

non-trading securities . . — — — — 176 — — 176
Profit on revaluation . . . . — — — — 655 — — 655
Dividends paid. . . . . . . . — — — — — —  (358,019) (358,019)
Profit for the year. . . . .. — — — — — — 680,747 680,747
At 31st December, 2002 . . 330,677 215,909 2,100,201 321,000 (35) 769 3,094,321 6,062,842
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The Bank
2002
Bank
premises Investment Capital  Unappro-
Share General revaluation revaluation redemption  priated
premium  reserve reserve reserve reserve profits Total
At 1st January, 2002
- as previously reported. . . .. ... .. 329,999 1,802,374 321,000 (1,574) 769 2,193344 4645912
- prior year adjustment in respect of
short-term employee benefit . . . . — — — — —  (13,290)  (13,290)
-asrestated ., ... ... L. 329,999 1,802,374 321,000 (1,574) 769 2,180,054 4,632,622
Shares issued under share option
scheme . ... ... . ... ... .. 678 - — — — — 678
Realised loss on disposal of non-trading
securities . . ... ... ... — — — 175 — — 175
Losses on revaluation. . . . ... ... = — — — (429) — — (429)
Dividends paid. . . . ... ...... .. - . —_ — — —  (358,019) (358,019)
Profit for the year (Note 7). . . . . . .. — — — — — 555478 555,478
At 31st December, 2002 . . . .. .. .. 330,677 1,802,374 321,000 {1,828) 769 2,377,513 4,830,505
The Group
2001
(restated)
Bank
premises Investment Capital  Unappro-
Share Capital General revaluation revaluation redemption  priated
premium reserve reserve reserve reserve reserve profits Total

At 1st January, 2001 ‘
- as previously reported. . . 329,667 215,423 2,100,214 321,000 42,463 769 2,362,840 5,372,376
- prior year adjustment in

respect of short-term

employee benefit. . . . — — — — — — 14772y (11,772)
-asrestated . .. ... ... 329,667 215,423 2,100,214 321,000 42,463 769 2,351,068 5,360,604
Exchange adjustments. . . . — - (36) -~ - — —_ (36)
Share issued under share

option scheme . . . . . . 332 - — — — — — 332
Transfer to/(from) reserves . — 486 — — —_ — {486) —
Realised profit on disposal '

of non-trading securities. — — B —  (26,023) — —  (26,023)
Losses on revaluation. . . . — — — —  (17,306) — — (17,306
Dividends paid. . . . . . .. — — — — — —  {357,982) (357,982)
Profit for the year '

- as previously reported. . . — — - — — — 780,511 780,511
- prior year adjustment in

respect of short-term

employee benefit. . . . — — — — — — {1,518) {1,518)
-asrestated . ... ... .. — — — - — — 778993 778,993

At 31st December, 2001 . . 329,999 215909 2,100,178 321,000 (866) 769 2,771,593 5,738,582
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The Bank
2001
(restated)
Bank
premises Investment Capital Unappro-
Share General revaluation revaluation redemption  priated
premium  reserve reserve reserve reserve profits Total

At Ist January, 2001
- as previously reported. . . . .. .. .. 329,667 1,802,374 321,000 (46) 769 1,847,137 4,300,901
- prior year adjustment in respect of

short-term employee benefit . . . . — — — — -— (11,772) (1,772
-asrestated . .. ... ... .. 329,667 1,802,374 321,000 (46) 769 1,835,365 4,289,129
Share issued under share option

scheme . . ............. .. 332 — — — — — 332

Losses on revaluation. . . ... ... .. — — — (1,528) — — (1,528)
Dividends paid. . . . . ... ....... — — — — —  (357,982) (357,982)
Profit for the year ' .
- as previously reported. . . . ... ... — — — — — 704,189  704,18%
- prior year adjustment in respect of

short-term employee benefit . . . . — — — — — (1,518) (1,518)
-asrestated Note 7). . .. ..., ... — — — —_ — 702,671 702,671
At 31st December, 2001 . .. ... . .. 329,999 1,802,374 321,000 (1,574) 769 2,180,054 4,632,622

The Group’s unappropriated profits as at 31st December, 2002 included the accumulated losses of
HK$29,076,000 (2001: HK$21,229,000) of the associated companies.

The application of the share premium account and the capital redemption reserve is governed by
Section 48B and 49H of the Hong Kong Companies Ordinance.

The general reserve was set up from the transfer of retained earnings and exchange differences arising
from translation of the accounts of overseas branches and subsidiaries (note 2(i)). The capital reserve
comprises retained earnings capitalised on the issue of bonus shares by subsidiaries in previous years and a
legal reserve established by Banco Weng Hang, S.A. in accordance with regulations in Macau. Revaluation
reserves have been set up and are dealt with in accordance with the accounting policies adopted for the
revaluation of premises and non-trading securities (notes 2(j) and (k)).

Capital reserve, bank premises revaluation reserve, investment revaluation reserve and capital
redemption reserve do not represent realised profits and are not available for distribution.

The Bank and its financial subsidiaries operate under regulatory jurisdictions which require the
maintenance of minimum capital adequacy ratios and which could therefore potentially restrict the amount
of retained profits which can be distributed to shareholders.
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26. Off-balance sheet exposures

(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class of contingent liabilities

and commitments:

Direct credit substitutes . . ... ........
Transaction-related contingencies . . . . ..
Trade-related contingencies . .........
Other commitments:
With an original maturity
of under 1 year or which are _
unconditionally cancellable .. ... ..
With an original maturity of
lyearandover................
Others . ........ ... ... ... ...

Total (Note 28(b)) + . . oo oo e

(b) Derivatives

The Group The Bank

2002 2001 2002 2001
847,709 398,317 640,852 239,043
42,760 17,766 357,906 17,766
981,949 1,156,627 868,767 1,028,989
6,050,289 3,362,729 6,140,897 3,117,990
542,950 347,833 436,534 344,897
30,779 - 21,988 30,779 21,988
8,496,436 5,305,260 8,475,735 4,770,673

Derivatives refer to financial contracts whose value depends on the value of one or more underlying

assets or indices.

The following table is a summary of the notional amounts of each significant type of derivatives.

Exchange rate contracts
Forwards — trading . . .. ..........
Forwards — hedging . .. .. ........

Option purchased — trading . . . .. ... '

Option written — trading . ... ... ...
Total exchange rate contracts . . .......

Interest rate contracts . .............
Swaps — trading . . . .............
Swaps — hedging . ........ .. .. ..

Total interest rate contracts . . ........

The Group The Bank

2002 2001 2002 2001
7,290,915 7,112,978 7,712,734 7,699,932
2,991,030 2,148,760 2,991,030 2,148,760
196,641 — 196,641 —
196,641 -— 196,641 —
10,675,227 9,261,738 11,097,046 9,848,692
1,052,910 — 1,052,910 —
10,275,673 2,988,032 10,450,673 2,988,032
11,328,583 2,988,032 11,503,583 2,988,032
22,003,810 12,249,770 22,600,629 12,836,724

The trading transactions include positions arising from the execution of trade orders from customers or

transactions taken to hedge these positions.
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v The replacement costs and credit risk weighted amounts of the above off-balance sheet exposures are
as follows. These amounts do not take into account of the effects of bilateral netting arrangements.

The Group
2002 2001
Credit risk Credit risk
Replacement weighted Replacement weighted
cost amount cost amount
Contingent liabilities and commitments . . N/A 1,069,415 N/A 639,978
Exchange rate contracts .. ........... 32,780 45,634 27,674 38,199
Interest rate confracts. . .. ........... 113,276 26,229 24,047 7,407
146,056 1,141,278 51,721 685,584
The Bank
2002 2001
Credit risk Credit risk
Replacement weighted Replacement weighted
cost amount cost . amount
Contingent liabilities and commitments . . N/A 1,121,103 N/A 513,943
Exchange rate contracts . . .. ......... 32,383 43,939 27,593 38,100
Interest rate contracts. . ... .......... 113,276 26,404 24,047 7,407
' 145,659 1,191,446 51,640 559,450

The tables above give the contractual or notional amounts, replacement cost and credit risk weighted
amounts of off-balance sheet transactions. These are assessed in accordance with the Hong Kong Monetary
Authority’s guidelines which implement the Basle agreement on capital adequacy and depend on the status
of the counterparty and the maturity characteristics.

The risk weights used range from 0% to 100% for contingent liabilities and commitments, and from 0%
to 50% for exchange rate and interest rate contracts. Replacement cost represents the cost of replacing all
contracts which have a positive value when marked to market. The credit risk weighted amount refers to the
amount as computed in accordance with the Third Schedule to the Hong Kong Banking Ordinance.

Contingent liabilities and commitments are credit-related instruments which include acceptances,
letters of credit, guarantees and commitments to extend credit. The contractual amounts represent the
amounts at risk should the contract be fully drawn upon and the client default. Since a significant portion of
guarantees and commitments is expected to expire without being drawn upon, the total of the contractual
amounts is not representative of future liquidity requirements.

Off-balance sheet financial instruments arise from forward, swap and option transactions undertaken by
the Group and the Bank in the foreign exchange, interest rate and equity markets.

The notional amounts of these instruments indicate the volume of transactions outstanding at the
balance sheet date; they do not represent amounts at risk.
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27.

28.

(c¢) Capital commitments

Capital commitments for acquisition of property and equipment outstanding at 31st December not
provided for in the accounts were as follows:

The Group The Bank
2002 2001 2002 2001
Expenditure authorised and
contracted for. . . . ......... .. ..., - 19,963 123 6,801 —
Expenditure authorised but not
contracted for. .. ................ — 12,621 — —
19,963 12,744 6,801 —

Reconciliation of operating profit to net cash inflow from operating activities

2002

2001
(restated)

Operating profit. . .. .. ... ... . . . 774,123 868,373
Depreciation . . .. ... ..o 50,118 46,875
Amortisation of goodwill . ... ... ... . L o 581 582
Profits tax paid . .. .. ... ... ... (76,993) (161,881)
(Increase)/decrease in treasury bills with original maturity

of three months ormore . .. .. ... ... .. .. (29,618) 810,701
Decrease in placements with banks and other financial institutions with

original maturity of three months ormore ... ... ... ... ... ... 1,070,918 1,437,438
Increase in trade bills less provision . . . ............... .. ..... (32,024) (53,776)
Decrease/(increase) in certificates of depositheld. . .. ..... ... .. ... 46,444 (313,984)
Increase in trading securities. . . . . ... ... ... o oL (252,881) (6,542)
Decrease/(increase) in advances to customers and

other accounts less provision. . .. ........ ... . ... .. ... ... 1,157,043 (1,900,465)
(Decrease)/increase in deposits and balances of banks

and other financial institutions. . . ... ... .. ... . ... . ... (28,978) 137,147
Decrease in deposits from customers. . . ................ ... .. (395,396) (235,308)
Increase in certificates of depositissued .. ........ ... .......... 1,891,413 397,851
Increase/(decrease) in other accounts and provision. . .. ........... 225,570 (190,817)
Net cash inflow from operating activities. . . ................... 4,400,320 836,194

Segment reporting

(a) Business segments

Retail banking activities include acceptance of deposits, residential mortgages, hire purchase and
consumer loans.

Corporate banking activities include advance of commercial and industrial loans, trade financing and
institutional banking.

Treasury activities include foreign exchange services, management of investment securities and trading
activities. ‘

Other business activities include insurance business, stockbroking activities and services for retirement
schemes.
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Unallocated items mainly comprise the shareholders’ funds, investments in premises and property
investment and other activities which cannot be reasonably allocated to specific business segments.

The Group
2002

Inter-
Retail  Corporate segment
banking  banking Treasury Other  Unallocated elimination Total

Net interest income . . . . ... .. 959,689 329,321 ‘ 120,410 1,484 61,314 — 1,472,218
Other operating income . . . . . . . 197,138 71,510 36,287 34,809 25,669 — 365,413
Inter-segment income . . . . . . . . — —_ — — 39,137 (39,137) —
Operating income . . ... ..... 1,156,827 400,831 156,697 36,293 126,120 (39,137) 1,837,631
Operating expenses . . . . ... .. (433,650) (73,237)  (17,166) (26,013) (45,436) — (595,502)
Inter-segment expenses . . . . . . . (34,437) (1,679) (392) (2,629) — 39,137 —
Operating profit before provisions . 688,740 325,915 139,139 7.651 80,684 = 1,242,129
Charge for bad and doubtful debts. (300,100)  (167,906) —_ _ — —_— (468,006)
Operating profit . . . . . ... ... 388,6.40 158,009 139,139 7,651 80,684 — 774,123

Losses on revaluation of

investment properties and

disposal of tangible fixed

ASSELS . . ... (499) (22) — (67) (14,581) — (15,169)
Profits/(losses) on disposal of

held-to-maturity and non-

trading securities . . . . . . . .. (2,494) — 53,879 (68) — —_ 51,317
Provisions made for held-to-

maturity securities . . . . .. . . — _— (21,028) — —_ — (21,028)
Profit on ordinary activities. . . . . 385,647 157,987 171,990 7.516 66,103 — 789,243
Share of net losses in associated )

companies. . . .. .. ... ... — — —_ (7,847) — — (7,847)
Profit/(loss) before taxation. . . . . 385,647 157,987 171,990 (331) 66,103 — 781,396
Depreciation (Note 4(c)) . ... .. 25777 928 479 1,100 21,834 — 50,118
Segment assets. . . . . ... ... 25,117,874 15,086,573 8,138,657 23,988 8,684,177 . — 57,051,269
Investments in associated

companies. . . . ... .. .. .. — —_ —_ 56,924 — —_ 56,924
Total assets. . . . .. ........ 25,117,874 15,086,573 8,138,657 80,912 8,684,177 — 57,108,193
Total liabilities. . . . ... ... .. 45,707,476 274,300 147,800 8,100 4,593,231 — 50,730,907
Capital expenditure . . . ... ... 40,221 710 1,499 534 62,284 — 105,248
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The Group
2001.
(restated)
. Inter-
Retail  Corporate ’ ) segment

banking banking  Treasury Other Unallocated elimination Total

Net interest income. . . . . 956,116 310,894 69,579 2,393 178,040 — 1,517,022
Other operating income . . 187,950 73,862 42,071 41,480 17,686 — 363,049
Inter-segment income. . . . —_ . — — — 36,007 (36,007) _
Operating income. . . . . . 1,144,066 384,756 111,650 43,873 231,733 (36,007) 1,880,071
Operating expenses. . . . . (447,199) (72,144) (17,356) (30,725) (21,270) — (588,694)
Inter-segment expenses. . . (31,619) (1,611) (333) (2,444) —_ 36,007 —
Operating profit before

provisions . .. ... .. 665,248 311,001 93,961 10,704 210,463 — 1,291,377
Charge for bad and

doubtful debts . . . . . . (246,408) (176,596) — — — — (423,004)
Operating profit. . . . . . . 418,840 134,405 93,961 10,704 210,463 — 868,373

Gains/(losses) on

revaluation of

investment properties

and disposal of tangible

fixed assets. . . ... .. (502) 107 1) — 6,618 —_ 6,222
Profits on djsposal of held-

to-maturity and non-

trading securities . . . . — — 5,218 . 26,033 225 — 31,476
Provisions written back for

held-to-maturity

securities . . . . ... . . — — 4,367 —_— L — — 4,367
Profit on ordinary

activities . . . . ... .. 418,338 134,512 103,545 36,737 217,306 — 910,438
Share of net losses in ]

associated companies . . —_ — —  (21,229) —_ — (21,229)
Profit before taxation. . . . 418,338 134,512 103,545 15,508 217,306 — 889,209
Depreciation (Note 4(c)). . 24,936 854 443 982 19,660 — 46,875
Segment assets . . . ... . 25,502,631 15,260,286 4,305,833 29,696 9,902,375 — 55,000,821
Investments in associated .

companies . . . ... .. — — — 60,771 — —_ 60,771
Total assets . . . ... ... 25,502,631 15,260,286 4,305,833 90,467 9,902,375 — 55,061,592
Total liabilities . . . . . . . 45,560,410 261,400 171,500 9,000 3,005,391 — 49,007,701
Capital expenditure. . . . . 34,900 695 162 3,295 231,224 — 270,276
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(b) Geographical segments

The information concerning geographical segments has been classified by the location of the principal
operations of the subsidiaries, or in the case of the Bank itself, of the location of the branch responsible for
reporting the results or booking the assets.

The Group
2002
Less: inter-
segment
Hong Kong Macau Other elimination Total

As at 31st December 2002 ,

Total operating income. . . .. .. 1,677,875 237,101 70,475 (147,820) 1,837,631
Profit before taxation. .. ... .. 695,942 142,810 30,023 (87,379) 781,396
Total assets .............. 56,355,727 8,484,892 6,951,234 (14,683,660) 57,108,193
Total liabilities . ... ........ 50,494,582 7,853,455 6,693,000 (14,310,130) 50,730,907

Contingent liabilities and
commitments (Note 26(a)) .. 8,425,820 690,084 107,102 (726,570) 8,496,436

Capital expenditure . ... ... .. 85,282 19,282 684 — 105,248
The Group
2001
(restated)
Less: inter-
segment
Hong Kong Macau Other elimination Total

As at 31st December 2001

Total operating income. . ... .. 1,761,863 231,209 56,950 (169,951) 1,880,071
Profit before taxation...... .. 834,444 138,824 41,199 (125,258) 889,209
Total assets . . ............. 53,919,307 7,985,385 6,711,467 (13,554,567) 55,061,592
Total liabilities . ........... 48,297,308 7,416,268 6,475,676 (13,181,551) 49,007,701
Contingent liabilities and

commitments (Note 26(a)) .. 4,777,353 495704 86,343 (54,140) 5,305,260
Capital expenditure . . ....... 257,660 12,037 579- — 270,276

29. Loans to officers

Particulars of loans to officers disclosed pursuant to section 161B(4B) of the Hong Kong Companies
Ordinance are as follows:

2002 2001
Aggregate amount of relevant loans outstanding
at 31st December . . . .. .. .. e 913 1,388
The maximum aggregate amount of relevant loans
outstanding during the year. . .. .. .... ... ... ... .. ... .. ... 1,388 1,833 -
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30. Related party transactions

(a)

(b)

During the year, transactions with The Bank of New York Company Inc. (“BNY”), a substantial
shareholder of the Bank, or its subsidiaries were entered into by the Group in the ordinary course
of business and on normal commercial terms. The income and expense for the year and
on-balance sheet and off-balance sheet outstandings at the year end are:

(i) Income and expense

2002 2001
Interest income . . . ... ... . ... e 1,068 2,967
Interest eXpense. . . . ... ... 949 1,450
(ii) On-balance sheet outstanding at 31st December
2002 2001
Cash and short-term funds . . .. ........ ... ... ...... 22,208 22,296
Deposits and balances of banks and
other financial institutions. . . .. .................. 50,856 64,408
(iii) Off-balance sheet outstanding at 31st December
2002 2001
Exchange rate contracts
Contract amount . . ... ..ttt 102,020 155,946
Replacement Cost .. . ... ... ... ... .. .. ... ... ... 602 —
Credit risk weighted'amount. . .. ................... 324 312

(iv) On 27th August, 1999 and 19th September, 2002, the Bank entered into two Delegation
Agreements with BNY pursuant to which the Bank agreed to provide various back-up
support services to BNY in connection with a securitisation transaction undertaken by BNY.

In 2002, the Bank received from BNY a total service fee of HK$397,000 (2001:
HK$245,000) and will continue to receive further service fees on an annual basis during the
term of two Delegation Agreements.

On 30th June, 1995, Wing Hang Zurich Insurance Company Limited (“WHZ Insurance”), a 65
percent owned subsidiary of the Bank, entered into a Management Agreement with Swiss
Insurance Management (Hong Kong) Limited (“Swiss Insurance”), a wholly own subsidiary of
Zurich Insurance Limited (“Zurich Insurance™) pursuant to which Swiss Insurance has been
appointed as manager of WHZ Insurance in connection with the conduct by WHZ Insurance of
its insurance business. Zurich Insurance is a substantial shareholder of WHZ Insurance holding
35 percent of WHZ Insurance’s issued share capital. Under the Management Agreement, WHZ
Insurance paid to Swiss Insurance an amount of HK$1,559,000 (2001: HK$1,942,000), being the
contractual management fees based on gross premium. On 30th January, 2003, the Management
Agreement has been extended for two years and will end on 31st December, 2004 but can be
terminated by either party on six months’ notice. The revised management fee will be based on
a fixed fee plus a certain percentage of gross written premiums received.
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31. Staff benefits

(a) Retirement schemes

2002 2001

Retirement benefit costs (Note 4(¢)) .. ... . ... .. . . . ... 30,432 32,148

A defined contribution scheme was established on 1st December, 2000 to cover all qualifying
employees in Hong Kong in accordance with the Hong Kong Mandatory Provident Fund Schemes Ordinance.
In addition, a defined contribution scheme was established on 3rd January, 2001 to cover all qualifying
employees in Macau at various funding rates, in accordance with the local practice and requirements. The
costs of the two new schemes are charged to the profit and loss account for the year and the assets of these
schemes are held separately from the Group. Any forfeiture amount is refunded to the Group when the
member leaves employment prior to vesting fully of the employer’s voluntary contributions.

(b) Equity compensation benefits

Pursuant to the approved Share Option Scheme, the directors are authorised, at their discretion, to invite
certain executives, to take up options to purchase ordinary shares in the Bank as incentive to them. Prior to
1st September, 2001, the option price was 80% of the average last dealt price on The Stock Exchange of Hong
Kong Limited (“SEHK"”) on the five business days immediately preceding the date of offer of such options.
After 1st September, 2001, the option price should be at least the higher of the closing price of the shares
on the SEHK on the date of the grant, which must be a trading day, and the average closing price of the shares
on the SEHK for the five business days immediately preceding the date of grant.

(i) Movements in share options

2002 2001
Number of Number of

shares shares
At IstJanuary. . . ... .o e 512,000 126,000
Issued. . . .. .. .. e 290,000 410,000
Exercised . . ... ... e (30,0000 - (24,000)
At 3lst December . . .. ... 772,000 512,000

(ii) Terms of unexpired and unexercised share options at balance sheet date

31st December  31st December

2002 2001
Number of Number of

Date of options granted Option price shares shares
10/3/1994 . . . . . ... .. HK$14.83 102,000 102,000
10/3/2001 . . .. oo HK$23.60 380,000 410,000
157372002 . . . o HK$26.30 290,000 —
772,000 512,000

The options granted under the Scheme will be exercisable between the first and the tenth
anniversaries of the date of grant.
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(iii) Details of share options granted during the year, all of which were granted with HK$1.00.

consideration
2002 2001
Number of Number of .
Exercise period Option price shares shares
10/3/2002-9/3/2011 . . .. ... o HK$23.60 — 410,000
15/3/2003-14/3/2012 . . .. ... . HK$26.30 290,000 . —

290,000 410,000

(iv) Details of share options exercised during the year

Weighted
average
closing price
per share 2002 2001
at preceding
day before Proceeds Number of Number of
Exercise date Option price  exercise date received " shares shares
11/172001 . .. ... ... HK$14.83  HK$31.00 HK$356,000 — 24,000
20/3/2002 .. ..... .. HK$23.60 HK$27.00 HKS$708,000 30,000 —
30,000 24,000

32. Comparative figures

Certain comparative figures have been adjusted as a result of change in accounting policy for certain
items, details of which are set out in note 3.

33. Approval of accounts

The accounts were approved and authorised for issue by the Board of Directors on 13th March, 2003.
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Unaudited Supplemeptary Financial Information for the Group
(Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)

(a) Capital adequacy and liquidity ratios

(i) Capital adequacy ratio

The Group
2001
2002 (restated)

Core capital ‘ .
Paid up ordinary share capital . . . ...... ... ... ... ... ... ... .. 293,459 293,429
Share Premium. . . . .. ... . . .. e 330,677 329,999
RESEIVES . . . o e 4,776,965 4,334,105
Others. . .. oo 161,164 442,886
B 5,562,265 5,400,419

Eligible supplementary capital

Reserves on revaluation of land and interests in land. . .. ........ 224,700 224,700
Unrealised loss on revaluation of non-trading securities. . . .. ..... (1,828) (1,574)
General provisions for doubtful debts. . ... ............... ... 351,065 361,124
' 573,937 584,250
Total capital base before deductions . .. ........... ... ....... 6,136,202 5,984,669
Deductions from total capital base. . . .. ...................... (199,135) (198,379)
Total capital base after deductions. ... ....................... 5,937,067 5,786,290
Unadjusted and adjusted capital adequacy ratio at 31st December . . . . 16.5% 16.5%

The unadjusted capital adequacy ratio is computed on a consolidated basis covering the Bank and
certain of its financial subsidiaries as specified by the Hong Kong Monetary Authority (“HKMA”) for its
regulatory supervision purposes, and is in accordance with the Third Schedule to the Hong Kong Banking
Ordinance. The adjusted capital adequacy ratio incorporating market risk is computed on the same
consolidated basis, and is in accordance with module on “Maintenance of Adequate Capital Against Market
Risks” under Supervisory Policy Manual issued by the HKMA.

(ii) Average liquidity ratio for the year

The Group
2002 2001

Average liquidity ratio forthe year . . ... ... ... ... .. .. ... .. 42.4% 45.3%

The average liquidity ratio for the year includes the liquidity positions of all overseas branches, Hong
Kong offices and financial subsidiaries in its calculation, which is the basis of computation agreed with the
HKMA, and has been computed in accordance with the Fourth Schedule to the Hong Kong Banking
Ordinance.
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(b) Advances to customers — by industry sectors

The information concerning advances to customers by industry sectors has been classified according to
the usage of the loan and is stated gross of any provisions.

The Group Change
2002 2001 %
Loans for use in Hong Kong
Industrial, commercial and financial
— Property development. . . ... ... ... ... .. 441,002 334,797 31.7
— Property investment . .. ............... FET 6,064,948 5,645,037 7.4
— Financial concerns . . .. ....... ... ... . ... ... 606,082 562,746 7.7
— Stockbrokers . . .. .. 245,272 259,047 -53
— Wholesale and retaill trade. . . . ............... 746,442 868,411 -14.0
— Manufacturing . . .. ... ... 814,887 968,820 -15.9
— Transport and transport equipment . . . .. ........ 1,967,964 1,619,465 21.5
— Share financing . ... ....... ... ... ... ... 206,776 255,709 -19.1
— Others. . .. .. e 2,656,110 2,893,668 -8.2
Individuals . ...... ... ... . ...
— Loans for the purchase of flats in the Home
Ownership Scheme, Private Sector Participation _
Scheme and Tenants Purchase Scheme .. ...... 658,613 722,890 -8.9
— Loans for the purchase of other residential
PIOPEITIES. . . . vttt i 9,544,144 10,799,639 -11.6
— Credit card advances. . . .................... 310,711 463,121 -32.9
— Others. . ... .. e 2,767,306 2,833,500 -2.3
Trade finance . . .. ... ... ... 1,670,226 1,575,554 6.0
Loans for use outside Hong Kong
— Macau ... . e 3,533,947 3,340,498 5.8
— Others ... ... ... 2,182,870 2,372,342 -8.0
34,417,300 35,515,244 -3.1
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(c) Advances to customers, non-performing loans and overdue advances — by geographical area

The geographical information has been classified by the location of the counterparties after taking into
account any risk transfer. In general, such transfer of risk takes place if the claims are guaranteed by a party
in a country which is different from that of the counterparty or if the claims are on an overseas branch of a

bank whose head office is located in another country.

The Group
2002
Overdue
Total Non- advances for

advances to performing over three

customers loans months

Hong Kong. .. ... .. . . . . . i 29,295,688 782,028 487,981
Macau . ... .. e 3,654,356 135,726 227,861
People’s Republic of China. . ... ................... 481,998 3,659 2,020
Others ... ... e 985,258 1,372 1,372
34,417,300 922,785 719,234

The Group
2001
Overdue
Total Non- advances for

advances to performing over three

customers loans months

Hong Kong.................... e e 29,432,277 1,173,746 740,417
Macau ... ... e 3,459,865 159,879 145,641
People’s Republic of China. . .. ............... ..... 1,875,900 16,170 33,512
Others . ............ D e e e e e e e e e e e e e 747,202 — 25
35,515,244 1,349,795 919,595
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(d) Overdue and rescheduled assets

(i) Overdue and rescheduled advances

The Group
2002 2001
% of total % of total
Amount advances Amount advances
Gross advances to customers which have
been overdue for :
6 months or less but over 3 months . .. 192,245 0.56 291,684 0.82
1 year or less but over 6 months . . . .. 293,415 0.85 250,786 0.71
Overlyear.................... 233,574 0.68 377,125 1.06
719,234 2.09 919,595 2.59
Amount of collateral held. . . .. ....... 796,416 731,631
Secured balance. . . .. ...... Cee e 542,165 646,525
Unsecured balance. ... ............. 177,069 ) 273,070
Specific provisions .. .............. 167,168 182,777

Rescheduled advances . . ............ 316,455 0.92 478,625 1.35

There were no overdue advances for over 3 months and rescheduled advances to banks and other
financial institutions on 31st December 2002 and 31st December 2001.

(ii) Other overdue assets

The Group
2002 2001
Debt Debt
securities Trade bills securities Trade bills
Other assets which have been overdue for

6 months or less but over 3 months . . . —_— 2,328 — 2,011

1 year or less but over 6 months . . . .. — 668 — 1,667
Over lyear.................... — . 1,569 — 2,599
— 4,565 — 6,277
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(e) The reconciliation between overdue and rescheduled loans and non-performing loans

The Group
2002 2001
Gross advances to customers and rescheduled loans
which have been overdue for over three months:
Gross advances to customers which have been overdue
for overthree months . . . ... ... ... . . . ... . 719,234 919,595
Reschedufed advances. . . . .. ... .. .. . 316,455 478,625
1,035,689 1,398,220

Less: Loans overdue over 3 months and on which interest is

still being accrued . .. ... ... L (231,630) (173,970)
Add: Loans overdue for 3 months or less and on which

interest is being placed in suspense or on which

interest accrual has ceased ... ... ... .. ... . ... ... ... 118,726 125,545

Total NOn-performing 10ANS. . . . .« oo oo oo .. 922,785 1,349,795

(f) Repossessed assets

The Group
2002 2001

Repossessed assets included in advances to customers. . . ... ....... 295,164 214,307
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(g) Cross-border claims

The information concerning cross-border claims has been classified by the location of the
counterparties after taking into account any risk transfer. In general, such transfer of risk takes place if the
claims are guaranteed by a party in a country which is different from that of the counterparty or if the claims
are on an overseas branch of a bank whose head office is located in another country.

The Group
2002
Banks and
other Public
financial sector
institutions entities Others Total
Macau . ........... ... ... .. ... '. 335,636 — 3,671,409 4,007,045
People’s Republic of China. . ... ...... 515,187 19,899 539,389 1,074,475
Other Asia Pacific ... .............. 3,075,500 — 739,043 3,814,543
United States. . . . ................. 1,153,954 511,276 406,369 2,071,599
Other North and South American
COUNHI®S . . v v v ot e e e e 1,513,776 — 72,752 1,586,528
Middle East and Africa . ............ 3,028 — 921 3,949
Germany. . .. ... ... 3,113,626 — — 3,113,626
United Kingdom . . ................ 2,477,894 — 117,643 2,595,537
Other European countries. . . ......... 4,327,862 — 510,331 4,838,193
’ 16,516,463 531,175 6,057,857 23,105,495
The Group
2001
Banks and
other Public
financial sector
institutions entities Others Total
Macau ............. e 223,871 — 3,368,775 3,592,646
People’s Republic of China. . ... ...... 481,882 28,145 1,756,210 2,266,237
Other Asia Pacific................. 2,506,606 — 707,527 3,214,133
United States. . . .................. 1,476,500 726,255 124,289 2,327,044
Other North and South American
countries . . . ............. e 1,004,937 — 30,677 1,035,614
Middle East and Africa . ............ 559 — 35 594
Europe . . ... ... S 8,132,349 — 211,553 8,343,902
13,826,704 754,400 6,199,066 20,780,170
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(h) Currency risks

The net positions or net structural positions in foreign currencies are disclosed when each currency
constitutes 10% or more of the respective total net position or total net structural position in all foreign
currencies.

The Group
2002 2001
US$ 'Total US$ Total
In millions of HK$ equivalent
Spot assets .. ... 13,158 21,212 13,525 19,294
Spot liabilities. . . . ... ........ ... .. (11,855) (19,903) (12,179) (18,129)
Forward purchases. . ... ............ 4,487 5,029 3,417 3,882
Forwardsales .. .................. (5,619) (6,094) (4,642) (4,919)
Net long positions . . . . ............. 171 244 121 128
2002 2001

Macau Macau

Patacas USs Total Patacas US$ Total
In millions of HK$ equivalent
Net structural positions . ... ......... 424 136 560 320 136 456

(i) Corporate governance

The Bank is committed to high standards of corporate governance and has followed the module on
“Corporate Governance of Locally Incorporated Authorised Institutions” under the Supervisory Policy
- Manual issued by the Hong Kong Monetary Authority in September 2001. The Board of Directors has
established a number of committees including the Executive Committee, Credit Committee, Management
Committee, Asset and Liability Management Comrmnittee, Audit Committee, Director Nomination Committee
and Compensation Committee. '

(i) Executive Committee

The Executive Committee meets regularly to review the management and performance of the Group
and operates a general management committee under the direct authority of the Board. The Committee
comprises of the chief executive and two executive directors.

(it) Credit Committee

The Credit Committee is responsible for assisting the Board to formulate the'Group’s risk appetite and
strategies for managing the credit risk. It is also responsible for the implementation and maintenance of the
Group’s credit risk management framework. It also participates in evaluating large credit applications and
making credit decisions. The Committee is comprised of chief executive, three executive directors and the
head of Corporate Banking Division.

(iii) Management Committee

The Management Committee meets regularly to review and approve the financial and business plans
and major business and operational initiatives. The Committee comprises of the chief executive, three
executive directors, the chief financial officer, and the heads of Retail Banking Division, Information
Technology Division and Operation Division.
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(iv) Asset and Liability Management Committee

The Asset and Liability Management Committee (“ALMCO”) is responsible for the implementation
and maintenance of the overall risk management framework relating to balance sheet structure, market risks,
trading, funding and liquidity management across the Group’s banking business. It recommends policy and
guidelines to the Board. The Committee is comprised of the chief executive, three executive directors, the
chief financial officer, the treasurers, the heads of Retail Banking Division and Risk Management Division.

(v) Audit Committee

The Audit Committee meets regularly with an executive director, chief financial officer, internal
auditors and the external auditors to review and discuss financial performance, consider the nature and scope
of audit review and the effectiveness of the systems of internal control and compliance. The Committee also
discusses matters raised by the internal auditors, external auditors and HKMA and ensure that all audit
recommendations are implemented. The Committee comprises of three non-executive directors.

(vi) Director Nomination Committee

The Director Nomination Committee is responsible for reviewing and recommending to the Board all
new appointment of Director, Chief Executive, Deputy Chief Executive and General Manager of the Bank.
The Committee comprises of three non-executive directors.

(vii) Compensation Committee

The Conipensation Committee meets once a year to evaluate and approve the remuneration policy and
package for the Chief Executive of the Bank. The Committee comprises of two non-executive directors.

(j) Management of risks

The Group has established policies and procedures for the control and monitoring of credit risk,
liquidity, capital and market risk, which are reviewed regularly by the Credit Committee and ALMCO as
delegated by the Board of Directors. The internal auditors also perform regular audits to ensure compliance
with the policies and procedures.

(i) Credit risk management

Credit risk arises from the possibility that the counterparty in a transaction may default. It arises from
the lending, trade finance, treasury, derivatives and other activities undertaken by the Group. The Board of
Directors has delegated the Group’s credit risk management to the Credit Committee, which is chaired by the
Bank’s Chief Executive.

The credit risk management function is independent of the business units. It oversees the
implementation of credit policies and ensures the quality of credit evaluation and approval. Credit approval
is conducted in accordance with the Group’s credit policy, which defines the credit extension criteria, the
credit approval and monitoring processes, the loan classification system and provisioning policy. The credit
policy also takes into account the requirements of the Hong Kong Banking Ordinance and guidelines issued
by the HKMA with respect to large exposures and provisioning requirements.

In evaluating the credit risk of the customers or counterparties, their financial strength and repayment
ability are always the Group’s primary considerations, though credit risk may be mitigated by obtaining
collateral from the customers or counterparties. Concentration risks are monitored by adopting proper risk
control such as setting limits on large exposures in relation to the Group’s capital base.
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Comprehensive guidelines to manage credit risk have been laid down in the Group’s Loaning Manual,
which is regularly reviewed and approVed by the Credit Committee. The Loaning Manual covers the
delegated lending authorities, credit extension criteria, ¢redit monitoring process, loan classification system,
credit recovery and provisioning policy.

(ii) Liquidity management

The Group manages the liquidity structure of its assets, liabilities and commitments so as to ensure that
all Group operations can meet their funding needs and that the statutory liquidity ratio is complied with. As
disclosed in note (a) above, the Group’s average liquidity ratio of 42.4% for 2002 is well above the statutory
minimum ratio of 25%.

The Board of Directors reviews the current and prospective funding requirements for all operations
through regular review of the liquidity ratio and the maturity mismatch profile. The liquidity risk is managed
by holding sufficient liquid assets (e.g. cash and shoit term funds and securities) of appropriate quality to
ensure that short term funding requirements are covered within prudent limits.

Adequate standby facilities are maintained to provide strategic liquidity to meet unexpected and
material cash outflow in the ordinary course of business.

(iii) Capital management

The Group’s policy is to maintain a strong capital base to support the development of the Group’s
business and to meet the statutory capital adequacy ratio. As disclosed in note (a) above, the Group’s
unadjusted and adjusted capital adequacy ratio of 16.5% as at 31st December 2002 is well above the statutory
minimum ratio of 8§%. '

Capital is allocated to the various activities of the Bank depending on the risk taken by each business
division. Where the subsidiaries are directly regulated by other regulators, they are required to maintain
minimum capital according to these regulators’ rules. Certain financial subsidiaries, as specified by the
HKMA, are subject to the HKMA'’s capital requirements for its regulatory supervision purposes.

(iv) Market risk management

Market risk is the risk that changes in interest rates, foreign exchange rates or equity and commodity
prices will affect the prices of financial instruments taken or held by the Group. Financial instruments include
foreign exchange contracts, interest rate contracts, equity and fixed income securities.

The limits for financial instruments are approved by ALMCO which is made up of executive directors,
the treasurers and senior managers of the Group. ALMCO is responsible for approving the policies relating
to asset and liability management and to review, monitor and control the operating ratios and trading limits
to ensure compliance.

Exposures are measured and monitored on the basis of principal (or notional) amount, outstanding
position and stop-loss limit, and are controlled and reviewed by ALMCO.

The Group adopts a prudent approach to managing its trading portfolios, and reduces any excessive
market risk by executing offsetting transactions or hedging contracts with other market counterparties. The
Group therefore considers that any market risk arising from its trading book is not material.

(k) Comparative figures

In preparing this unaudited supplementary financial information, certain comparative figures have been
restated in accordance with the new SSAP34.
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3. INDEPENDENT REVIEW REPORT AND UNAUDITED INTERIM FINANCIAL
STATEMENTS OF THE GROUP FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2003

The following information has been extracted from the unaudited interim report of the Group for the
six month period ended 30 June 2003. '

Independent Review Report to the Board of Directors of Wing Hang Bank, Limited
INTRODUCTION

We have been instructed by the Bank to review the interim financial report set out on pages 124 to 141.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of an interim financial report to be in compliance with the relevant provisions thereof and
Statement of Standard Accounting Practice 25 “Interim financial reporting” issued by the Hong Kong Society
of Accountants. The interim financial report is the responsibility of, and has been approved by, the directors.

It is our responsibility to form an independént conclusion, based on our review, on the interim financial
report and to report our conclusion solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

REVIEW WORK PERFORMED

We conducted our review in accordance with Statement of Auditing Standards 700 “Engagements to
review interim financial reports” issued by the Hong Kong Society of Accountants. A review consists
principally of making enquiries of group management and applying analytical procedures to the interim
financial report and based thereon, assessing whether the accounting policies ‘and presentation have been
consistently applied unless otherwise disclosed. A review excludes audit procedures such as tests of controls
and verification of assets, liabilities and transactions. It is substantially less in scope than an audit and
therefore provides a lower level of assurance than an audit. Accordingly we do not express an audit opinion
on the interim financial report.

REVIEW CONCLUSION

On the basis of our review which does not constitute an audit, we are not aware of any material
modifications that should be made to the interim financial report for the six months ended 30th June, 2003.

KPMG
Certified Public Accountants

Hong Kong, 14th August, 2003
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Unaudited consolidated profit and loss account
For the six months ended 30th June, 2003
(Expressed in thousands of Hong Kong dollars)

Six months ended

30th June 30th June
Notes 2003 2002
(restated)
Interest income . . .. .. ... . . ... e 1,086,759 1,122,272
Interest eXpense . . . . . . vt e ': c . (346,132) (390,087)
Net interest INCOME . . . . o o vttt e e e e e e e e e e 740,627 732,185
Other operating income. . . . .......c. it mnnennen.. L. 4(a) 192,348 181,231
Operating iNCOME. . . . . ..ottt et e e e e e e e 3 932,975 913,416
Operating eXpensSes. . . o . vt vt vt e e e 4(b) (298,697) (295,612)
Operating profit before provisions . . . ............ ... ... 634,278 617,804
Charge for bad and doubtful debts. . . .. ................. (212,000) (220,000)
Operating profit . . .. ... . ... ... 422,278 397,804
(Losses)/gains on revaluation of investment properties and
disposal of tangible fixed assets. .. ... U (1,202) 1,387
Profits on disposal of held-to-maturity and non-trading
SECUTILIES & o v v i et e e e e e e e e 5 30,551 19,397
Provisions made for held-to-maturity securities. . . .......... (10,900) —
Profit on ordinary activities. . . ... ....... ... ... ... .. 440,727 418,588
Share of net losses in associated companies . .. ............ (3,210) (3,511)
Profit before taxation . . . ....... ... ... 3 437,517 415,077
Taxation . . .. ...t e 6 (67,811) (44,952)
Profit after taxation . ... ... .. ... . . .. . 369,706 370,125
Profit attributable to minority interests. . .. .. ............. , (428) (158)
Profit attributable to the shareholders .................... 369,278 369,967
Dividends attributable to the period:
‘Interim dividend declared . ... ... ... .. .. . ... .. ... ... ... 7 108,617 108,580
Underprovision of final dividend in respect of previous year . . . 148 25
108,765 108,605
Earnings per share ) HK$ HKS$
Basicand diluted . ... ....... ... .. .. .. ... ... ... 8 1.26 1.26
Interim dividend declared per share . . . .................. 7 0.37 0.37

The notes on pages 128 to 141 form part of these accounts.
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Unaudited consolidated balance sheet
As at 30th June, 2003
{Expressed in thousands of Hong Kong dollars)

30th June 31st December

Notes 2003 2002
(restated)
ASSETS
Cash and short-term funds . . . ........ ... ... .. ....... 9 10,973,350 12,363,052
Placements with banks and other financial institutions
maturing between one and twelve months. . ... ... ... .. 15 1,725,520 852,511
Trade bills less provisions . .. .......... .. ... ... .. ... 470,213 317,297
Certificates of depositheld. .. ... ... ... ... ... ...... 10 & 15 399,984 406,370
Trading securities . ............... ... ... ... 12 401,788 259,423
' Advances to customers and other accounts less provisions. . . 11(a) 34,412,866 34,481,422
Held-to-maturity and non-trading securities . .. .......... 13 10,703,603 7,072,587
Investments in associated companies. .. ............... 53,714 56,924
Tangible fixed assets . . ... .......... ... ........... 1,291,536 1,308,751
CGoodwill. L L. 1,163 1,454
Total assets . . . . ..o e 60,433,737 57,119,791
LIABILITIES
Deposits and balances of banks and ‘
other financial institutions. . . .. ................... 15 327,351 422,060
Deposits from customers ... ............. ... .. ..... 14 & 15 47,550,791 45,302,367
Certificates of depositissued .. ........... ... ... .. ... 15 4,765,827 4,377,832
Other accounts and provisions ...................... 1,455,044 658,808
Total liabilities . ... ....... . ... ... .. ... .. 54,099,013 50,761,067
CAPITAL RESOURCES ,
Share capital . . ... ... ... ... ... 16 293,561 293,459
RESEIVES . . . o o o e 17 - 6,023,216 6,044,280
Shareholders” funds . .. ......... ... ... . L 6,316,777 6,337,739
Minority interests . . .. ... ... ... 17,947 20,985
Total liabilities and capital resources. . . ... ............ ' 60,433,737 57,119,791

The notes on pages 128 to 141 form part of these accounts.
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Unaudited consolidated statement of changes in equity
For the six months ended 30 June, 2003
(Expressed in thousands of Hong Kong dollars)

Shareholders’ funds as at | January. . ..................
Change in accounting policy on deferred taxation. .........

Asrestated . . ...
Realisation on disposal of non-trading securities. . . ... ... ..
Unrealised gain on revaluation of non-trading securities after
deferred tax charge. . . . ... ... .. ... .. .. .. ...
Deferred tax charged to bank premise revaluation reserve . . . .
Exchange adjustments ... ..........................

Net gains not recognised in the profit and loss account. . . . ..
Profit attributable to the shareholders . .................
Dividends paid .. ........ ... . ... . ... .
Proceeds on shares issued under share option scheme . ... ...

Shareholders’ funds as at 30 June . . ... ................

The notes on pages 128 to 141 form part of these accounts.

— 126 —

Six months ended

30th June - 30th June
Notes 2003 2002
(restated)
6,356,301 6,032,011
2 (18,562) (7,642)
6,337,739 6,024,369
17 — 176
17 38,416 712
17 (4,493) —
17 (13) 39
33,910 927
17 369,278 369,967
17 (425,663) (249,439)
1,513 708
6,316,777 6,146,532
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Unaudited consolidated cash flow statement
For the six months ended 30 June, 2003
(Expressed in thousands of Hong Kong dollars)

Net cash inflow from operating activities. . .. ............

Investing activities

Purchase of held-to-maturity and non-trading securities . . . .

Sale and redemption of held-to-maturity and

non-trading securities . . ........... ... .. ... ...
Purchase of tangible fixed assets . . ..................
Sale of tangible fixed assets . .. ....................

Net cash (outflow)/inflow from investing activities . . .. ...

Financing

Issue of new shares under share option scheme. . .. ... ...
Ordinary dividends paid . .. ............ ... ... .. ...

Ordinary dividends paid to a minority shareholder of a

subsidiary company. . ... ....... ... .. L.

Net cash outflow from financing activities. ... ...........

“Increase in cash and cash equivalents

Cash and cash equivalents at 30th June . .. ..............

Analysis of the balances of cash and cash equivalents
Cash and balances with banks and other financial

INSHULONS . . . . ...
Money at call and short notice. . . .. .................
Treasury bills. . . ... ... ... .

Placements with banks and other financial institutions

maturing between one and three months . .. ..........

The notes on pages 128 to 141 form part of these accounts.
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Cash and cash equivalents at 1st January................

30th June 30th June
Note 2003 2002

19 4,054,604 1,492,561
(7,156,980)  (2,726,586)

3,591,884 2,896,168
(21,094) (72,070)

10,591 2,085

(3,575,599) 99,597

1,513 708
(425,663) (249,439)

(3,466) —
(427,616) (248,731)

51,389 1,343,427

12,048,125 10,313,929
12,099,514 11,657,356

525,033 345,761

9,469,266 9,137,012

713,604 399,173

1,391,611 1,775,410

12,099,514 11,657,356
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Notes to unaudited interim financial report
(Expressed in thousand of Hong Kong dollars unless otherwise stated in the text)

1.  Basis of preparation

The interim financial report has been prepared in accordance with the requirements of the Main Board
Listing Rules of The Stock Exchange of Hong Kong Limited, and complies fully with the module on “Interim
Financial Disclosure by Locally Incorporated Authorised Institutions” under the Supervisory Policy Manual
issued by the Hong Kong Monetary Authority (“HKMA”) and Statement of Standard Accounting Practice
(“SSAP”) 25 “Interim financial reporting” issued by the Hong Kong Society of Accountants (“HKSA”).

The interim financial report is unaudited, but has been reviewed by KPMG in accordance with
Statement of Auditing Standards 700 “Engagements to review interim financial reports”, issued by the
HKSA. KPMG's independent review report to the board of directors is included on page 123.

The financial information relating to the financial year ended 31st December 2002 included in the
interim financial report does not constitute the Bank’s statutory accounts for that financial year but is based
on those accounts. Statutory accounts for the year ended 31st December 2002 are available from the Bank’s
registered office. The auditors have expressed an unqualified opinion on those accounts in their report dated
13th March, 2003. : '

This interim financial report is prepared on a basis consistent with the accounting policies adopted in
the 2002 annual accounts except as disclosed under note 2.

2.  Adoption of revised SSAP

With effect from 1 January 2003, the Bank adopted the Statement of Standards Accounting Practice 12

- (revised) “Income Taxes”. In prior years, the accounting standard required that deferred tax liabilities were

provided using the liability method in respect of the taxation effect arising from all material timing

differences between the accounting and tax treatment of income and expenditure, which were expected with

reasonably probability to crystallise in the foreseeable future. Deferred tax assets were not recognised unless
their realisation was assured beyond reasonable doubt.

Under the new accounting policy, profits tax for the period comprises current and deferred tax. Deferred
tax assets and liabilities arise from deductible and taxable temporary differences between the carrying
amount of assets and liabilities for financial reporting purposes and the tax bases. Deferred tax assets also
arise from unused tax credits. All deferred tax’liabilities and all deferred tax assets are recognised, to the
extent that it is probable that future taxable profits will be available against which the asset can be utilised,
except on the initial recognition of assets or liabilities that affect neither accounting nor taxable profit.

The changes have been applied retrospectively, resulting in prior period adjustments with the opening
balance of shareholders’ funds as at 1st January 2002 and 1st January 2003 decreasing by HK$7,642,000 and
HK$18,562,000 respectively. The comparative figure in respect of deferred taxation charged to profit and loss
account for the six month ended 30th June 2002 has been restated by an additional charge of HK$1,587,000.

3. Segment reporting

{a) Business segments

Retail banking activities include acceptance of deposits, residential mortgages, hire purchase and
consumer loans. :

Corporate banking activities include advance of commercial and industrial loans, trade financing and
institutional banking.
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Treasury activities include foreign exchange services, management of investment securities and trading

activities.

Other business activities include insurance business, stockbroking activities and services for retirement

schemes.

Unallocated items mainly comprise the shareholders’ funds, investments in premises and property
investment and other activities which cannot be reasonably allocated to specific business segments.

Retail banking. .. .................

Corporate banking . . .. .............

Treasury . ... ... . ... . ..

Other . . ... R

Unallocated. . .. ......... ... ... ...

Inter-segment elimination. . . .........

(b) Geographical segments

Operating income
Six months ended

Profit before taxation
Six months ended

30th June 30th June 30th June 30th June
2003 2002 2003 2002
577,265 585,316 246,091 192,508
178,575 197,870 36,489 105,385
110,816 65,171 115,503 78,368
24,198 21,683 6,530 3,338
62,181 62,314 32,904 35,478
(20,060) (18,938) — —
932,975 913,416 437,517 415,077

The information concerning geographical segments has been classified by the location of the principal
operations of the subsidiaries, or in the case of the Bank itself, of the location of the branch responsible for

reporting the results or booking the assets.

HongKong......................
Macau . ....... ... ... ... ... ...
Others . ... ... ... ... ... . ...
Inter-segment elimination. .. .........

Operating income
Six months ended

Profit before taxation
Six months ended

30th June 30th June 30th June 30th June
2003 2002 2003 2002
1,035,249 850,279 578,420 378,096
118,900 116,454 74,431 71,814
31,122 36,559 4,086 25,343
(252,296) (89,876) (219,420) (60,176)
932,975 913,416 437,517 415,077
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4. (a) Other operating income

Fees and commissions
Credit commission and fees. . . . ......................
Creditcard related fees. . . ... ... ... ... ... ........
Trade related fees. . . . ... ... e
Stockbroking fees. . . ... ... ..
Other fees and commission income
Less: fees and commission paid. . . ....................
Gains arising from dealing in foreign currencies. . . .. ... ... ..
Gains/(losses) on securities and derivatives trading
Gains arising from other dealing activities. . ............... '
Dividend income from listed and unlisted investments
Others

(b) Operating expenses

Six months ended

30th June . 30th June
2003 2002

29,270 31,932
26,064 30,566
25,171 26,878
14,894 13,354
59,061 56,444
(11,454) (10,329)
34,948 29,214
4,512 (5,803)
781 285
2,140 2,529
6,961 6,161
192,348 181,231

Operating expenses included depreciation amounting to HK$26,516,000 (2002: HK$24,934,000).

5.  Profits on disposal of held-to-maturity and non-trading securities

Profit on disposal of held-to-maturity securities . . . ........ P
Profit on transfer of held-to-maturity securities. . . . .. ............
Profit on disposal of non-trading securities

6. Taxation

Taxation in the consolidated profit and loss account represents:

Provision for Hong Kong profits tax . . . ......................
Overseas taxation
Deferred taxation. . . .. ... ...t e

Six months ended

30th June 30th June
2003 2002
1,324 9
20,913 —
8,314 19,388
30,551 19,397

Six months ended

30th June 30th June
2003 2002

(restated)

55,117 30,681

13,966 12,684

(1,272) 1,587

44,952

_67811

The provision for Hong Kong profits tax is based on an estimate of the assessable profits for the period
at 17.5% (2002: 16.0%). Overseas taxation is provided at the appropriate current rates of taxation ruling in

the countries in which the relevant units of the Group operate.
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7. Interim dividend declared

The following dividend was declared by the board of directors after 30th June, 2003 and has not been

provided for in the interim financial report.

Six months ended

30th June 30th June
2003 2002
Interim dividend declared of HK$0.37 (2002: HK$0.37)
per share on 293,560,500 (2002: 293,458,500) shares . .......... 108,617 108,580

8. Earnings per share and diluted earnings per share

The calculation of earnings per share is based on profit attributable to the shareholders for the six
months ended 30th June, 2003 of HK$369,278,000 (2002 (restated): HK$369,967,000) and on the weighted
average number of 293,505,016 (2002: 293,445,406) ordinary shares in issue during the period. The
calculation of diluted earnings per share is based on profit attributable to the shareholders for the six months
ended 30th June, 2003 of HK$369,278,000 (2002 (restated): HK$369,967,000) and on the weighted average
number of 293,565,601 (2002: 293,534,685) ordinary shares in issue during the period after adjustment of

all dilutive potential shares.

9. Cash and short-term funds

30th June 31st December
2003 2002
Cash and balances with banks and other financial institutions . ... .. 541,760 581,832
Money at call and shortnotice . . . ......................... 9,469,266 11,205,586
Treasury bills (Note 15). ... ... ... .. ... .. .. . ... 962,324 575,634
‘ 10,973,350 12,363,052
Treasury bills are analysed as follows:
30th June 31st December
2003 2002
Held for trading purposes (at market value) . . ................. 99,164 . —
Held to maturity . .. ... L R 713,604 575,634
Non-trading (at market value). . .. ...... ... ... ... ... .... 149,556 —
575,634

962,324

All treasury bills are issued by central government and central banks and are unlisted.

10. Certificates of deposit held

All the certificates of deposit held are held-to-maturity and are unlisted.
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11. Advances to customers and other accounts less provisions

(a) Advances to customers and other accounts

30th June 31st December

2003 2002
(restated) .
Advances to customers (Note 15) .. ....... ... ... .. ... ..... 34,141,555 34,417,300
Advances to banks and other financial institutions (Note 15) ...... 158,878 174,828
Specific provisions for bad and doubtful debts. . ... ............ (278,879) (277,032)
General provisions for bad and doubtful debts . . ... ... ......... (340,959) T (348,572)
Accrued interest and other accounts . ....................... 732,271 514,898
34,412,866 34,481,422

(b) Non-performing loans

The advances net of suspended interest, on which interest is being placed in suspense or on which
interest accrual has ceased, the amount of suspended interest and specific provisions made after taking into
account the value of collateral in respect of such advances are as follows:

30th June 31st December
2003 2002

Gross non-performing advances to customers. . .. .............. 1,144,583 922,785
Gross non-performing advances as a percentage of

total advances to customers ... ........ ... ... ... 3.35% 2.68%
Amount of collateral held. . . . ... ... ... ... . ... . . ... . .. 785,113 600,359
Specific provisions . . ... ... 277,703 275,977
Suspended interest. . . ... .. ... ... 492,999 476,054

There were no advances to banks and other financial institutions on which interest is being placed in
suspense or on which interest accrual has ceased on 30th June, 2003 and 31st December, 2002.
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12. Trading securities

30th June 31st December
2003 2002
Debt securities (Note 15)
Listed outside Hong Kong. . . .. ... ... ... ... ... ..... 50,000 124,609
Unlisted. . .. ... . . e 343,472 127,988
393,472 252,597
Equity securities listed inHong Kong .. ......... ... ....... 8,316 6,826
401,788 259,423
Trading securities analysed by count’eri)arty are as follows:
Issued by:
Central government and central banks . .. ......... .. .. ... ... 188,356 —
Banks and other financial institutions. . .. .................. 2,305 204,791
Corporate entities .. . ... ... .ttt 56,011 54,632
Public sector . . . . .. .. . 155,116 —
401,788 259,423
13. Held-to-maturity and non-trading securities
30th June 31st December
2003 2002
Held-to-maturity securities: (Note 15)
Held-to-maturity debt securities
Listed
—inHongKong. ... ... ... .. ... ... i 91,360 2,155
—outside Hong Kong .. ........ ... . ... . 856,478 1,026,774
947,838 1,028,929
Unlisted. . .. ... .. e 7,539,833 6,023,781
8,487,671 7,052,710
Less: specific provision on unlisted debt securities . . . ... ... ..... (22,500) (11,600)
8,465,171 7,041,110
Non-trading securities: (Note 15)
Non-trading debt securities
Listed (at market value) :
—inHong Kong........ ... . .. . .. 212,854 —
— outside Hong Kong . . ................. J 916,843 —
Unlisted. . . . ... e 1,074,547 ' —
2,204,244 —
Non-trading equity securities ‘
Listed in Hong Kong (at market value) . ................... 3,742 1,031
Unlisted. . .. ... . e 30,446 30,446
34,188 31,477
2,238,432 31,477
10,703,603 7,072,587
Market vajue of listed held-to-maturity debt securities . .......... 994,134 1,057,261
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During the first half of 2003, held-to-maturity securities with an amortised cost of HK$275,989,000
(2002: Nil) were transferred to non-trading securitics at a profit HK$20,913,000 (2002: Nil) being recognised
in the profit and loss account at the date of transfer in accordance with SSAP 24 “Accounting for Investment

in Securities™.

Held-to-maturity and non-trading securities analysed by counterparty are as follows:

30th June 31st December
2003 2002
Issued by:
Central governments and central banks. . . ... .. e 510,040 —
Banks and other financial institutions. . . . ... ... ............ 5,683,610 3,964,316
Corporate entities. . . . . .. ..ottt e 3,163,398 2,600,800
Public SECtOr . . . . . v i e 1,346,555 507,471
10,703,603 7,072,587

Held-to-maturity treasury bills and certificates of deposit are disclosed separately in the balance sheet,
note 9 and note 10 to the accounts.

14. Deposits from customers

30th June 31st December

2003 2002
Demand deposits and current accounts. . ... ....... ... ... 3,371,680 2,849,844
Saving deposits . . . ... e e e 8,699,607 7,058,601
Time, Call and notice deposits . ... ...... ... ... .. v, 35,479,504 35,393,922
47,550,791 45,302,367
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15, Maturity Profile

30th June 2003

1 year or 5 years
less but or less .
Repayable 3 months  over 3 but over ~ After

on demand or less months 1 year 5 years  Undated Total

Assets
- Treasury bills (Note 9) . . . . . .. — 713,604 248,720 — — — 962,324
- Placements with banks and other

financial institutions maturing

between 1 and 12 months . . . . — 1,631,676 93,844 — — — 1,725,520
- Certificates of deposit held. . . . . — — 399,984 — — — 399,984
- Trading debts securities (Note 12) . — — — 238,356 155,116 — 393472

- Advances to customers (Note 11a). 1,604,907 3,971,829 3,845,202 10,646,085 13,669,810 - 403,722 34,141,555
- Advances to banks and other

financial institutions (Note 11a) . — — 31,776 127,102 — — 158,878
- Held-to-maturity debt securities

Note 13) . . . ... ... .... 32,167 481,394 343211 4,540,797 3,090,102 — 8,487,671
- Non-trading debt securities

(Note 13) . . .. .......... — — 21,403 811,066 1,371,775 — 2,204,244

1,637,074 6,798,503 4,984,140 16,363,406 18,286,803 403,722 48,473,648

Liabilities
- Deposits and balances of banks

and other financial institutions . 96,312 221,616 9,423 — — — 327,351
- Deposits from customers . . . . . . 12,079,699 33,692,206 1,081,007 697,879 —_ — 47,550,791
- Certificates of deposit issued. . . . — 819,225 1,453,283 2,493,319 _ — 4,765,827

12,176,011 34,733,047 2,543,713 3,191,198 — — 52,643,969
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31st December 2002

1 year or 5 years
less but or less
Repayable 3 months over 3 but over After

on demand or less months 1 year 5 years  Undated Total

Assets
- Treasury bills (Note 9) . . . . . .. — 546,689 28,945 — — — 575,634
- Placements with banks and other .

‘financial institutions matuoring

between 1 and 12 months . . . . — 763,566 88,945 — — — 852,511
- Certificates of deposit held. . . . . — — 299,960 106,410 — — 406,370
- Trading debts securities (Note 12). -_— — — 252,597 — — 252,597

- Advances to customers (Note 11a). 2,103,314 3,495,785 4,053,970 11,032,526 13,566,067 165,638 34,417,300
- Advances to banks and other

financial institutions (Note 11a) . 51 —_ 31,778 142,999 — —_ 174,828
- Held-to-maturity debt securities

(Note 13) . . . ... ... ... — 215,442 780,107 5,017,897 1,039,264 — 7,052,710
- Non-trading debt securities

(Note 13) . . . . ....... ... — — —_ — — — —

2,103,365 5,021,482 5,283,705 16,552,429 14,605,331 165,638 43,731,950

Liabilities
- Deposits and balances of banks
and other financial institutions . 120,906 236,810 7,799 56,545 — —_— 422,060
- Deposits from customers . . . . . . 9,916,400 33,371,414 1,483,931 530,622 — — 45,302,367
- Certificates of deposit issued. . . . — 1,130,543 873,828 2,373,461 — -— 4,377,832
10,037,306 34,738,767 2,365,558 2,960,628 — — 50,102,259
16. Share capital
30th June 31st December
2003 2002
Authorised:
450,000,000 (2002: 450,000,000) ordinary shares of HK$1 each .. .. 450,000 450,000
Issued and fully paid:
At IstJanuary .. ... ... 293,459 293,429
Shares issued under share option scheme . ................... 102 30
293,560,500 (2002: 293,458,500) ordinary shares of HK$1 each . ... 293,561 293,459
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On 9th April 2003, options were exercised to subscribe for 102,000 ordinary shares in the Bank at a
consideration of HK$1,513,000 of which HK$102,000 was credited to share capital and the balance of
HK$1,411,000 was credited to the share premium account. At 30th June 2003, the outstanding options were:

30th June 31st December

Date of options granteci Option price 2003 2002
Number of Number of

shares shares
10th March, 1994 ... ... ... .. ... ... ... .. HK$14.83 — 102,000
10th March, 2001 . ... ... . .. . HK$23.60 380,000 380,000
15th March, 2002 . ........ ... .. ... .. ... . ... .. HK$26.30 290,000 290,000
14th January, 2003. . .. ... ... HK$25.80 160,000 —
14th March, 2003 . ... ... ... .. ... ... ... HK$26.50 130,000 —
960,000 772,000

The options granted under the Scheme will be exercisable between the first and the tenth anniversaries
of the date of grant. ‘

17. Reserves

30th June 2003

Bank
premises Investment Capital Unappro-
Share Capital General revaluation revaluationredemption priated
premium  reserve reserve reserve reserve reserve profits Total

At 1st January 2003
- as previously reported. . . 330,677 215,909 2,100,201 321,000 (35) 769 3,094,321 6,062,842
- prior year adjustment in

respect of deferred

taxation . . . . ... ... — — —  (47,927) —_ — 29,365 (18,562)
-asrestated . ... ... .. 330,677 215,909 2,100,201 273,073 (35) 769 3,123,686 6,044,280
Exchange adjustments. . . . — — (13) — —_ — — (13)
Shares issued under share

option scheme . . . . .. 1,411 — — —_ -— —_— — 1,411
Transfer to/(from) reserves . —_ —_ (8,000) — —_ —_ 8,000 —_
Gain on revaluation after

deferred tax charge. . . . - —_ —_ —_— — 38,416 —_ — 38,416

Deferred tax (charged)/

credited to bank

premises revaluation

reserve . . ... ... .. — — . —_ (4,493) —_
Dividends paid. . . . . . .. — — — — —

— (4,493)
(425,663) (425,663)
369,278 369,278

At 30th June 2003. . . . .. 332,088 215,909 2,092,188 268,580 38,381 769 3,075,301 6,023,216

Profit for the peried. . . . . — — — — —
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31st December 2002

(restated)
Bank
premises Investment Capital Unappro-
Share Capital  General revaluationrevaluationredemption priated
premium  reserve reserve reserve reserve reserve profits Total

At 1st Japunary 2002
- as previously reported. . . 329,999 215,909 2,100,178 321,000 (866) 769 2,771,593 5,738,582
- prior year adjustment in

respect of deferred

taxation . . .. ... ... — — —  (48,283) _ —_ 40,641 (7,642)
-asrestated . . ... .. .. 329,999 215,909 2,100,178 272,717 (866) 769 2,812,234 5,730,940
Exchange adjustments. . . . — — 23 — — — — 23
Shares issued under share

option scheme . . . . .. 678 — — — — — — 678
Realised loss on disposal of

non-trading securities . . — — — — 176 — C— 176
Gain on revaluation. . . . . — —_ —_ — 655 —_ —_ 655

Deferred tax (charged)/
credited to bank
premises revaluation

reserve . . ... ... .. —_ — — 356 — — — 356
Dividends paid. . . . . . .. — — — — — — (358,019) (358,019)
Profit for the year
- as previously reported. . . — — — — — — 680,747 680,747

- prior year adjustment in
respect of deferred
(11,276)  (11,276)

669,471 669,471
3,123,686 6,044,280

taxation . . . . ... ... —_ — — — _

-asrestated . .. ... ... —_ — — — —

At 31st December 2002. . . 330,677 215,909 2,100,201 273,073 (35)

~1
&)
EEm

18. Off-balance sheet exposures

(a) Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class of contingent liabilities
and commitments:

© 30th June 31st December
2003 - 2002
Direct credit substitutes . . .. ... .. .. 892,860 847,709
Transaction-related contingencies . ......................... 80,852 42,760
Trade-related contingencies. . . ... ... ... ... ... ... 1,170,848 981,949
Other commItMENtS . . . . . .. .t e e e e e 6,057,533 6,593,239
Others .. ...... .. ... ... . .. . .. ... e e 556,510 30,779
8,758,603 8,496,436

(b) Derivatives

Derivatives refer to financial contracts whose value depends on the value of one or more underlying
assets or indices.
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The following table is a summary of the notional amounts of each significant type of derivatives:

30th June 31st December
2003 2002
Exchange rate contracts
Forwards — trading.. . . . ... .. .. ... ... L 4,167,973 7,290,915
Forwards — hedging . .. ...... .. .. ... .. .. ... ... . ..... 2,909,380 2,991,030
Option purchased — trading . . ... ... ... ... ........... 1,540,662 196,641
Option written — trading . ... ......... . ... ... ... ... ..., 1,540,662 196,641
Total exchange rate contracts . .. ........ ... ... ... ... .. ... 10,158,677 10,675,227
Interest rate contracts
Swaps — trading . . . ... .. .. 1,169,847 1,052,910
Swaps — hedging . ... ... ... ... ... 10,565,785 10,275,673
Total interest rate CONMIaCtS. . . . . . .. i i e et et e e 11,735,632 11,328,583

21,894,309 122,003,810

The trading transactions include positions arising from the execution of trade orders from customers or
transactions taken to hedge these positions.

The replacement costs and credit risk weighted amounts of the above off-balance sheet exposures are
as follows. These amounts do not take into account of the effects of bilateral netting arrangements.

30th June 2003 31st December 2002
Credit risk Credit risk
Replacement weighted Replacement - weighted
cost amount cost amount
Contingent liabilities and commitments . . N/A 1,230,871 N/A 1,069,415
Exchange rate contracts . .. .......... 18,267 27,320 32,780 45,634
Interest rate contracts. .. ............ 109,259 26,298 113,276 26,229

127,526 1,284,489 146,056 1,141,278

(c) Capital commitments

Capital commitments for acquisition of property, plant and equipment outstanding at 30th June 2003
and 31st December 2002 not provided for in the accounts were as follows:

30th June 31st December
2003 2002
Expenditure authorised and contracted for . ... ................ 8,987 19,963
Expenditure authorised but not contracted for. . .. ... ... ... .... — —_
8,987 19,963
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19. Reconciliation of operating profit to net cash inflow from operating activities

30th June 30th June
2003 2002

Operating profit. . . ... .. .. . - 422,278 397,804
Depreciation . . . . . ottt e e 26,516 24,934
Amortisation of goodwill . .. ... .. ... .. L L 291 290
Profits tax paid . . . ... .. ... . . (5,027) (28,356)
Decrease in treasury bills maturing after three months . ... ... .. ... 79,696 199,176
Decrease in placements with banks and other

financial institutions maturing after three months . ............. 384,207 279,009
Increase in trade bills. . . . . . .. ... .. .. . ... (152,916) (58,315)
Decrease in certificates of depositheld . ... ................... 6,386 10,183
Increase in trading securities. . . . . N (142,365) (163)
Decrease in advances to customers and other accounts ............ 73,016 108,225
Increase in deposits and balances of banks and other

financial INSGEULHONS . .+ .+« o vt e 9,470 503,507
Increase/(decrease) in deposits from customers. . . ... ............ 2,248,424 (821,673)
Increase in certificates of depositissued ... ... .......... e 387,995 860,981
Increase in other accounts and provision ... ................... 716,633 16,959
Net cash inflow from operating activities. . . ... ................ 4,054,604 1,492,561

20. Material related parties transactions

(a) During the first half of 2003, transactions with The Bank of New York Company Inc. (“BNY"),
a substantial shareholder of the Bank, or its subsidiaries were entered into by the Group in the
ordinary course of business and on normal commercial terms. The income and expense for the
period and on-balance sheet and off-balance sheet outstandings at the period end are:

(i) Income and expense

Six months ended

30th June 30th June

2003 2002
Interest income . . . ... ... .. . ... 258 356
Interest expense. . . ........ i 207 296

(i1) On-balance sheet outstanding at 30th June, 2003 and 31st December, 2002

31st
30th June December
2003 2002
Cash and short-term funds . . . ..................... 31,310 22,208
Deposits and balances of banks and other
financial institutions . .......... ... ... ... ...... 56,714 50,856
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(iii) Off-balance sheet outstanding at 30th June, 2003 and 31st December, 2002

30th June 31st December
2003 2002
Exchange rate contracts
Contract amount . . .. ..... ..t e 96,637 102,020
Replacement Cost . .. ... ... ... ... ... .. ........ 822 602
Risk weighted amount . . . ........ ..... e 358 324

(iv) On 27th August, 1999 and 19th September, 2002, the Bank entered into two Delegation
Agreement with BNY pursuant to which the Bank agreed to provide various back-up
support services to BNY in connection with a securitisation transaction undertaken by BNY.

In the first half of 2003, the Bank received from BNY a total service fee of HK$35,000
(2002: HK$105,000) and will continue to receive further service fees on an annual basis
during the term of two Delegation Agreement.

(b) On 30th June, 1995, Wing Hang Zurich Insurance Company Limited (“WHZ Insurance”), a 65
percent owned subsidiary of the Bank, entered into a Management Agreement with Swiss
" Insurance Management (Hong Kong) Limited (“Swiss Insurance”), a wholly own subsidiary of
Zurich Insurance Limited (“Zurich Insurance”) pursuant to which Swiss Insurance has been
appointed as manager of WHZ Insurance in connection with the conduct by WHZ Insurance of
its insurance business. Zurich Insurance is a substantial shareholder of WHZ Insurance holding
35 percent of WHZ Insurance’s issued share capital. For the six months ended 30th June, 2003,
WHZ Insurance paid to Swiss Insurance an amount of HK$1,865,000 (2002: HK$976,000), being
the contractual management fees based on gross premium. On 30th January, 2003, the
Management Agreement has been extended for two years and will end on 31st December, 2004
but can be terminated by either party on six months’ notice. The revised management fee will be
based on a fixed fee plus a certain percentage of gross written premiums received.

21. Post Balance Sheet Events

On 1st August 2003, Wing Hang Bank Limited announced the signing of a Share Purchase Agreement
to acquire the entire issued share capital of Chekiang First Bank Limited from Mizuho Corporate Bank, Ltd.
for a total consideration of HK$4.80 billion. The price represents 1.22 times the audited book value of
Chekiang First Bank Limited as of 31st December, 2002.

22. Comparative figures

Certain comparative figures have been adjusted as a result of change in accounting policy for deferred
taxation, details of which are set out in note 2.
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Unaudited Supplementary Financial Information
{Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)

(a) Capital adequacy and liquidity ratios

(i) Capital adequacy ratio

30th June 31st December
2003 2002
(restated)
Core Capital
Paid up ordinary share capital . . .. ........ ... ... .. ... ..., 293,561 293,459
Share Premium. . ........ e 332,088 330,677
RESEIVES . . o . 4,966,549 4,816,787
Others. . ... . e 304,056 149,911
5,896,254 5,590,834
Eligible supplementary capital
Reserves on revaluation of land and interests in land. . .. . ... ... 188,019 191,164
Unrealised profit/(loss) on revaluation of non-trading securities . . . 25,368 (1,828)
General provisions for doubtful debts. . . .. ... ... ... ... ...... 344,512 351,065
557,899 540,401
Total capital base before deductions .. .......... ... ... ... ... 6,454,153 6,131,235
Deductions from total capital base. . . ... .................... (199,439) (199,135)
Total capital base after deductions. . .. ...... ... .. ........... 6,254,714 5,932,100
Unadjusted and adjusted capital adequacy ratio . ............... 17.0% 16.5%

The unadjusted capital adequacy ratio is computed on a consolidated basis covering the Bank and
certain of its financial subsidiaries as specified by the HKMA for its regulatory supervision purposes, and is
in accordance with the Third Schedule to the Hong Kong Banking Ordinance. The adjusted capital adequacy
ratio incorporating market risk is computed on the same consolidated basis, and is in accordance with the
module on “Maintenance of Adequate Capital Against Market Risks” under Supervisory Policy Manual
issued by the HKMA.

(ii) Average liguidity ratio

30th June 30th June
- 2003 2002
Average liquidity ratio for the first six months ended . . ... ... .. ... 49.2% 39.4%

The average liquidity ratio for the period includes the liquidity positions of all overseas branches, Hong
Kong offices and financial subsidiaries in its calculation, which is the basis of computation agreed with the
HKMA, and has been computed in accordance with the Fourth Schedule to the Hong Kong Banking
Ordinance.
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(b) Advances to customers — by industry sectors

The information concerning advances to customers by industry sectors has been classified according to

the usage of the loan and is stated gross of any provisions.

Loans for use in Hong Kong
Industrial, commercial and financial

— Property development. . . .. .................. .

— Property investment. . .. ....................
— Financial concerns . . .. ........ ... ... ... ...,
— Stockbrokers . . ... ... L
— Wholesale and retail trade .. ............. ...,
— Manufacturing. . ... ... ..
— Transport and transport equipment. . . ... ........
— Share financing . . .. ........ .. ... . ...
— Others . ... ...
Individuals
— Loans for the purchase of flats in the Home
Ownership Scheme, Private Sector Participation
Scheme and Tenants Purchase Scheme ... . ... ..
— Loans for the purchase of other residential
Properties . ... ... ... ...
— Credit card advances . . .....................
— Others ........ . .
Trade finance .. ..... ... ... ... ... .. ... .. ... e
Loans for use outside Hong Kong
— Macau . ...

30th June 31st December
2003 2002 Change
%
356,018 441,002 -19.3
6,229,587 6,064,948 2.7
554,431 606,082 -8.5
141,885 245,272 =422
713,240 746,442 -4.5
779,217 814,887 -4.4
2,005,771 1,967,964 1.9
180,586 206,776 -12.7
2,545,136 2,656,110 -4.2
621,380 658,613 -5.7
9,675,115 9,544,144 14
257,838 310,711 -17.0
2,432,133 2,767,306 -12.1
1,697,482 1,670,226 1.6
3,612,422 3,533,947 2.2
2,339,314 2,182,870 72
34,141,555 34,417,300 -0.8

(¢) Advances to customers, non-performing loans and overdue advances - by geographical area

The geographical information has been classified by the location of the counterparties after taking into
account any risk transfer. In general, such transfer of risk takes place if the claims are guaranteed by a party

in a country which is different from that of the counterparty or if the claims are on an overseas branch of a

bank whose head office is located in another country.

Hong Kong. . ... ... ... .. .. .. .. .. .. .. ... ..
Macau . ... ...
People’s Republic of China. . . .. ........ ... ........
Others . ... ... . . e
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Advances
Total Non- overdue for
advances to performing over three
customers loans months
28,859,270 901,185 725,692
3,765,392 232,443 218,953
504,402 8,935 —
1,012,491 2,020 2,020
3'4,141,555 1,144,583 946,665
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31st December 2002

Advances
Total Non- overdue for

advances to performing over three

customers Loans months

Hong Kong................ S 29,295,688 782,028 487,981
Macau . ... ... .. e e 3,654,356 135,726 227,861
People’s Republic of China. . .. .................... 481,998 3,659 2,020
Others ... ... . 985,258 1,372 1,372

34,417,300 922,785 719,234

(d) Overdue and rescheduled assets

(i) Overdue and rescheduled advances

30th June 2003 31st December 2002
% of total % of total
Amount advances Amount advances
Gross advances to customers which
have been overdue for .
6 months or less but over 3 months ... 442,993 1.30 192,245 0.56
1 year or less but over 6 months . . . .. 196,167 0.57 293,415 0.85
Over lyear............ e 307,505 0.90 233,574 0.68
946,665 2.77 719,234 2.09
Amount of collateral held . . ... ... .. 714,209 796,416
Secured balance . .. .............. 672,243 542,165
Unsecured balance . ... ........... 274,422 177,069
Specific provisions. . . ... ......... 225,269 167,168

Rescheduled advances. . ... ........ 106,329 0.31 316,455 0.92

There were no advances overdue for over 3 months and rescheduled advances to banks and other
financial institutions on 30th June, 2003 and 31st December, 2002.

(i) Other overdue assets

30th June 2003 31st December 2002
Debt Debt
securities Trade bills securities Trade bills
Other assets which have been overdue for
6 months or less but over 3 months . . . 32,168 _— — 2,328
1 year or less but over 6 months . . . .. — 1,464 — 668
Overluyear.................... — 1,569 — 1,569

32,168 3,033 — 4,565
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(¢) The reconciliation between overdue and rescheduled loans and non-performing loans

30th June 31st December
2003 2002
Gross advances to customers and rescheduled loaus which
have been overdue for over three months:
Gross advances to customers which have been overdue for
overthree months . ... ........ . ... .. ... .. ... ....... 946,665 719,234

Rescheduled advances. . .. ........ ... ... .. ... ... ... 106,329 316,455

1,052,994 1,035,689

Less: Loans overdue over 3 months and on which interest

is still being accrued . . ... ... ..o (90,979) (231,630)
Add: Loans overdue for 3 months or less and on which

interest is being placed in suspense or on which

interest accrual has ceased . .. ... ...... ... .. ...... 182,568 118,726

Total non-performing loans. . . . ......... .. ... ... ........ 1,144,583 922,785

(f) Repossessed assets

30th June 31st December
2003 2002
Repossessed assets included in advances to customers. . . ... ... ... 220,093 295,164

(g) Cross-border claims

The information concerning cross-border claims has been classified by the location of the
counterparties after taking into account any risk transfer. In general, such transfer of risk takes place if the
claims are guaranteed by a party in a country which is different from that of the counterparty or if the claims
are on an overseas branch of a bank whose head office is located in another country.

30th June 2003

Banks and
other Public
financial sector
institutions entities Others Total
Macau . .......... ... ... .. . .. ... 480,434 — 3,780,515 4,260,949
People’s Republic of China. . . ... ... .. 916,035 3,720 495,218 1,414,973
Other Asia Pacific. . ............... 3,036,047 — 1,197,108 4,233,155
United States. . . .................. 1,432,177 714,440 991,218 3,137,835
Other North and South American
COUNtries . . ... .o vt e e 1,043,550 — 44,322 1,087,872
Middle East and Africa ... .......... 5,853 — — 5,853
Germany. . ...........ueiniinia., 3,193,556 — — 3,193,556
United Kingdom . ......... L 2,872,534 — 121,424 2,993,958
Other European countries . . .. ........ 4,813,990 — 550,635 5,364,625

17,794,176 718,160 7,180,440 25,692,776
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(h)

31st December: 2002

Banks and
other Public
financial sector
institutions entities Others Total
Macau ....... . .. .. .. ... 335,636 — 3,671,409 4,007,045
People’s Republic of China. . ... ... ... 515,187 19,899 539,389 1,074,475
Other Asia Pacific .. ............... 3,075,500 — 739,043 3,814,543
United States. . .. ................. 1,153,954 511,276 406,369 2,071,599
Other North and South American
countries . . . ... ... 1,513,776 — 72,752 1,586,528
Middle East and Africa . ............ 3,028 — 921 3,949
Germany. . .. ........ .. 3,113,626 — — 3,113,626
United Kingdom . ....... e 2,477,894 — 117,643 2,595,537
Other European countries . . . . ........ 4,327,862 — 510,331 4,838,193
16,516,463 531,175 6,057,857 23,105,495

Currency risks

The net positions or net structural positions in foreign currencies are disclosed when each currency
constitutes 10% or more of the respective total net position or total net structural position in all foreign

currencies.

30th June 2003

31st December 2002

USs$ Total US$ Total
In millions of HK$ equivalent
Spotassets .. .................... 14,905 24,347 13,158 21,212
Spot liabilities. . . .. ............... (13,134) (22,463) (11,855) (19,903)
Forward purchases. . ............... 3,331 3,975 4,487 5,029
Forwardsales . ................... (3,794) (4,451) (5,619) (6,094)
Net option position .. .............. (780) (780) — —
Net long positions . . . .............. 528 628 171 244
30th June 2003 31st December 2002

Macau Macau

Patacas US$ Total Patacas US$ Total
In millions of HK$ equivalent
Net structural positions . . . . . 419 136 555 424 136 560
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(iy Management of risks

The Group has established policies and procedures for the control and monitoring of credit risk,
liquidity, capital and market risk, which are reviewed regularly by the Credit Committee and the Asset and
Liability Management Committee (“ALMCO”) as delegated by the Board of Directors. The internal auditors
also perfomi regular audits to ensure compliance with the policies and procedures.

(i) Credit risk management

Credit risk arises from the possibility that the counterparty in a transaction may default. It arises from
the lending, trade finance, treasury, derivatives and other activities undertaken by the Group. The Board of
Directors has delegated the Group’s credit risk management to the Credit Committee, which is chaired by the
Bank’s Chairman and Chief Executive.

The credit risk management function is independent of the business units. It oversees the
implementation of credit policies and ensures the quality of credit evaluation and approval. Credit approval
is conducted in accordance with the Group’s credit policy, which defines the credit extension criteria, the
credit approval and monitoring processes, the loan classification system' and provisioning policy. The credit
policy also takes into account the requirements of the Hong Kong Banking Ordinance and guidelines issued
by the HKMA with respect to large exposures and provisioning requirements.

In evaluating the credit risk of the customers or counterparties, their financial strength and repayment
ability are always the Group’s primary considerations, though credit risk may be mitigated by obtaining
collateral from the customers or counterparties. Concentration risks are monitored by adopting proper risk
control such as setting limits on large exposures in relation to the Group’s capital base.

Comprehensive guidelihes to manage credit risk have been laid down in the Group’s Loaning Manual,
which is regularly reviewed and approved by the Credit Committee. The Loaning Manual covers the
delegated lending authorities, credit extension criteria, credit monitoring process, loan classification system,
credit recovery and provisioning policy.

(ii) Liquidity management

The Group manages the liquidity structure of its assets, liabilities and commitments so as to ensure that
all Group operations can meet their funding needs and that the statutory liquidity ratio is complied with. As
disclosed in note (a) above, the Group’s average liquidity ratio of 49.2% for the first half of 2003 is well
above the statutory minimum ratio of 25%.

The Board of Directors reviews the current and prospective funding requirements for all operations
through regular review of the liquidity ratio and the maturity mismatch profile. The liquidity risk is managed
by holding sufficient liquid assets (e.g. cash and short term funds and securities) of appropriate quality to
ensure that short term funding requirements are covered within prudent limits.

Adequate standby facilities are maintained to provide strategic liquidity to meet unexpected and
material cash outflow in the ordinary course of business.

(iii) Capital management

The Group’s policy is to maintain a strong capital base to support the development of the Group’s
business and to meet the statutory capital adequacy ratio. As disclosed in note (a) above, the Group’s
unadjusted and adjusted capital adedquacy ratio of 17.0% as at 30th June 2003 is well above the statutory
minimum ratio of 8%.
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Capital is allocated to the various activities of the Bank depending on the risk taken by each business
division. Where the subsidiaries are directly regulated by other regulators, they are required to maintain
minimum capital according to these regulators’ rules. Certain financial subsidiaries, as specified by the
HKMA, are subject to the HKMA'’s capital requirements for its regulatory supervision purposes.

(iv) Market risk management

Market risk is the risk that changes in interest rates, foreign exchange rates or equity and commodity
prices will affect the prices of financial instruments taken or held by the Group. Financial instruments include
foreign exchange contracts, interest rate contracts, equity and fixed income securities.

The limits for financial instruments are approved by ALMCO which is made up of executive directors,
the treasurers and senior managers of the Group. ALMCO is responsible for approving the policies relating
to asset and liability management and to review, monitor and control the operating ratios and trading limits
to ensure compliance.

Exposures are measured and -monitored on the basis of principal (or notional) amount, outstanding
position and stop-loss limit, and are controlled and reviewed by ALMCO.

The Group adopts a prudent approach to managing its trading portfolios, and reduces any excessive
market risk by executing offsetting transactions or hedging contracts with other market counterparties. The
Group therefore considers that any market risk arising from its trading book is not material.

(j)) Comparative figures

In preparing this unaudited supplementary financial information, certain comparative figures have been
restated in accordance with the revised SSAP 12.
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1.1 PRO FORMA UNAUDITED STATEMENT OF ASSETS AND LIABILITIES OF THE
COMBINED GROUP AS AT 31 DECEMBER 2002

The following is a summary of the pro forma unaudited statement of assets and liabilities of the
Combined Group. It is based on the audited consolidated net assets of the Group and the audited consolidated
net assets of the CFB Group as at 31 December 2002, as if the CFB Group companies were subsidiaries of
the Group on 31 December 2002 and adjusted to reflect certain events.

The
The CFB Combined
HKS in thousand The Group Group Adjustment Group
Cash and short-term funds . . .. ... .... 12,363,052 9,959,167 (5,323,515) 16,998,704
(Note 1)
Placements with banks and other
financial institutions maturing
between one and twelve months . .. .. 852,511 3,166,619 4,019,130
Trade bills less provisions . ... ....... 317,297 157,253 474,550
Certificates of deposit held. .. ... ... .. 406,370 127,990 534,360
Trading securities . ... ............. 259,423 — 259,423
Advances to customers and other
accounts less provisions . . ......... 34,469,824 13,326,171 47,795,995
Held-to-maturity and non-trading
securities . . ... ... 7,072,587 319,946 7,392,533
Investment in associated companies. . . . . 56,924 — 56,924
Investment in jointly controlled entities . . — 36,575 36,575
Tangible fixed assets ... ............ 1,308,751 663,676 1,972,427
Total assets. . . ................... 57,106,739 27,757,397 (5,323,515) 79,540,621
Deposits and balances of banks and
other financial institutions ......... 422,060 1,167,108 1,589,168
Deposits from customers . ........... 45,302,367 22,204,554 67,506,921
Certificates of deposit issued ... ...... 4,377,832 — 4,377,832
Other accounts and provisions ........ 628,648 445,165 1,073,813
Minority interests . . ............... 20,985 — 20,985
Total liabilities . ... ... ............ 50,751,892 23,816,827 — 74,568,719
Pro forma net tangible assets .. ....... 6,354,847 3,940,570 (5,323,515) 4,971,902
Goodwill (Note 2) ... .............. 1,454 — 800,000 801,454
Pro forma net assets. . . ............. 6,356,301 3,940,570 (4,523,515) 5,773,356
" Notes:
1. This amount represents the sum of the amounts adjusted as indicated in the statement of the Pro Forma Adjusted NTA on
page 151 of this circular
2. The estimated amount of goodwill for the Acquisition is HK$800 million and will be amortised over 20 years
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1.2. PRO FORMA UNAUDITED STATEMENT OF ASSETS AND LIABILITIES OF THE
COMBINED GROUP AS AT 30 JUNE 2003

The following is a summary of the pro forma unaudited statement of assets and liabilities of the
Combined Group. It is based on the unaudited consolidated net assets of the Group and the unaudited
consolidated net assets of the CFB Group as at 30 June 2003, as if the CFB Group companies were
subsidiaries of the Group on 30 June 2003 and adjusted to reflect certain events.

The
The CFB ) Combined
HKS$ in thousand The Group Group Adjustment Group
Cash and short-term funds . ... ....... 10,973,350 8,910,633 (4,830,000) 15,053,983
. (Note 1)
Placements with banks and other
" financial institutions maturing
between one and twelve months ... .. 1,725,520 2,101,781 3,827,301
Trade bills less provisions . .......... 470,213 30,000 ' 500,213
Certificates of deposit held. . .. .. ... .. 399,984 178,489 578,473
Trading securities .. ............... 401,788 — 401,788
Advances to customers and other
accounts less provisions . .......... 34,412,866 13,606,719 48,019,585
Held-to-maturity and non-trading
SECUrities. . . ... o v v i 10,703,603 326,952 11,030,555
Investment in associated companies. . . . . 53,714 — 53,714
Investment in jointly controlled entities . . — 33,887 i ) 33,887
Tangible fixed assets . . ............. 1,291,536 625,156 1,916,692
Totalassets. . .................... 60,432,574 25,813,617 (4,830,000) 81,416,191
Deposits and balances of banks and
other financial institutions ......... 327,351 1,098,735 1,426,086
Deposits from customers . ........... 47,550,791 20,371,929 67,922,720
Certificates of deposit issued . ... ... .. 4,765,827 — 4,765,827
Other accounts and provisions ........ 1,455,044 409,258 1,864,302
Minority interests ... .............. 17,947 — 17,947
" Total liabilities .. ................. 54,116,960 21,879,922 _— 75,996,882
Pro forma net tangible assets . ........ 6,315,614 3,933,695 (4,830,000) 5,419,309
Goodwill (Note 2) . . . . ............. 1,163 — 800,000 801,163
Pro forma net assets. . .. ............ 6,316,777 3,933,695 (4,030,000) 6,220,472
Notes:
1. This amount represents the sum of the amounts adjusted as indicated in the statement of the Pro Forma Unaudited
Adjusted NTA on page 152 of this circular
2. The estimated amount of goodwill for the Acquisition is HK$800 million and will be amortised over 20 years
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2.1. PRO FORMA UNAUDITED STATEMENT OF ADJUSTED NET TANGIBLE ASSETS OF
THE COMBINED GROUP AS AT 31 DECEMBER 2002

The following is a statement of the Pro Forma Adjusted NTA. It is based on the audited consolidated
net tangible assets of the Group and the audited consolidated net tangible assets of the CFB Group as of 31
December 2002 as if the CFB Group companies were subsidiaries of the Group on 31 December 2002 and
adjusted as follows:

HKS$ million
Net assets of the Group based on the audited consolidated balance sheet
as at 31 December 2002 ... ... ... L 6,356
Goodwill. . . .. (n
Net tangible assets of the Group based on the audited consolidated
balance sheet as at 31 December 2002 . ........... e 6,355
Expenses relating to the Acquisition (Note 1). . ... ... ... ... .. .. ..... 30)
Final dividend paid by the Group after 31 December 2002 (Note 1)........... (426)
Consideration payable for the Acquisition (Notes I & 2). .. ................ (4,800)
Net tangible assets of the CFB Group based on the audited consolidated
balance sheet as at 31 December 2002 . . ... ... . ... .. ... . ., 3,941
Final dividend paid by the CFB Group after 31 December 2002
relating to the 2002 financial year (Note 1). ... ......... I (68)
Pro Forma Adjusted NTA as at 31 December 2002 . ... .................. 4,972
HK$
Net Tangible Asset per Share based on 293,458,500 Shares in issue on
31 December 2002 before the Acquisition . ................. ... ..... 21.66
Pro Forma Adjusted NTA per Share based on 293,458,500 Shares in issue on
31 December 2002 after the Acquisition .. ... ............ .o, ... 16.94
Notes:
1 Adjustments made for the purposes of this statement
2 The estimated amount of goodwill for the Acquisition is HK$800 million and will be amortised over 20 years
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2.2. PRO FORMA UNAUDITED STATEMENT OF ADJUSTED NET TANGIBLE ASSETS OF
THE COMBINED GROUP AS AT 30 JUNE 2003

The following is a statement of the Pro Forma Unaudited Adjusted NTA. It is based on the unaudited
consolidated net tangible assets of the Group and the unaudited consolidated net tangible assets of the CFB
Group as of 30 June 2003 as if the CFB Group companies were subsidiaries of the Group on 30 June 2003
and adjusted as follows:

HKS$ million

Net assets of the Group based on the unaudited consolidated balance sheet

as at 30 June 2003 . . ... 6,317
GoodWill. . . .. (1)
Net tangible assets of the Group based on the unaudited consolidated

balance sheet as at 30 June 2003. . ... ... ... .. ... ... ... ... 6,316
Expenses relating to the Acquisition (Note 1). .. ... ... .. ... ... ... ...... (30)
Consideration payable for the Acquisition (Notes 1 & 2). ....... ... ... ...... (4,800)
Net tangible assets of the CFB Group based on the unaudited consolidated

balance sheet as at 30 June 2003 . . ... . .. .. ... .. 3,934
Pro Forma Unaudited Adjusted NTA as at 30 June 2003 .................. 5,420

HKS$

Unaudited Net Tangible Assets per Share based on 293,560,500 Shares in issue

on 30 June 2003 before the Acquisition . . .......... ... ... ... ..... 21.52
Pro Forma Unaudited Adjusted NTA per Share based on 293,560,500 Shares in

issue on 30 June 2003 after the Acquisition . ... ...................... 18.46
Notes:
1 Adjustments made for the purposes of this statement
2 The estimated amount of goodwill for the Acquisition is HK$800 million and will be amortised over 20 years
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1. Responsibility Statement

This circular includes particulars given in compliance with the Listing Rules for the purpose of giving
information with regard to the Company. The Diréctors collectively and individually accept full
responsibility for the accuracy of the information contained in this circular and confirm, having made all
reasonable enquiries, that to the best of their knowledge and belief there are no other facts the omission of
which would make any statement herein misleading.

2, Share Capital

Set out below are details of the authorised and issued share capital of the Company as at the Latest
Practicable Date:

Authorised: HK$

450,000,000 Shares. ... ... ... .. 450,000,000

Issue& and fully paid:

293,690,500 Shares . ... ... ... ... 293,690,500

3. Indebtedness Statement

At the close of business on 30 June 2003 (being the latest practicable date for the purpose of this
indebtedness statement prior to the printing of this document), the Group had outstanding borrowings of
approximately $4,766 million, comprising certificates of deposit. The Group also had direct credit
substitutes, transaction-related contingent liabilities and trade-related contingent liabilities which arose from
the ordinary course of banking business carried out by the Company.

Save as aforesaid and apart from intra-group liabilities, the Group did not have outstanding at the close
of business on the Latest Practicable Date any mortgages, charges, debentures, liabilities under acceptances,
acceptance credits or other loan capital or bank overdrafts, loans or other similar indebtedness or
hire-purchase commitments or any guarantees or other material contingent liabilities.

4. Disclosure of Interests

(i)  As at the Latest Practicable Date, the interests and short positions of the directors and the chief
executive of the Company in the shares, underlying shares and debentures of the Company or any
associated corporation (as defined in Part XV of the Securities and Futures Ordinance) as
recorded in the register required to be kept under section 352 of the Securities and Futures
Ordinance were as follows: ‘

Name of Director ' ’ Personal Interest

Patrick YB Fung ...... ... .. . .. . . . . 3,112,000 Shares
Frank J Wang . . ... .. ... .. . 100,000 Shares
Michael Y SFung ... ... .. . 3,160,000 Shares
Louis CW HO . ... . e 284,000 Shares
Simon K'Y Lee ... .. . . . . . e e, 218,800 Shares
Ambrose HC Lau . ... ... . . . . . .. . . . . . .. 101,500 Shares
Ho Soo Ching . ... .. .. . . . e 10,000 Shares
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(i) As at the Latest Practicable Date, options exercisable for an aggregate of 430,000 Shares had been
granted to the following Directors under the Company’s Share Option Scheme:

Number of Shares

Director _ covered by options
Patrick Y B Fung. . .............. ... e 130,000
Frank I Wang . .. . ... . . 100,000
Michael Y SFung . ... ... .. . 100,000
Lous CWHo................... S 100,000

Save as disclosed above, as at the Latest Practicable Date, none of the Directors had or was deemed
to have any interests or short positions in the Shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance)
which were required to be notified to the Company' and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the Securities and Futures Ordinance (including interests which they are deemed or taken to
have under Divisions 7 and 8 of Part XV of the Securities and Futures Ordinance) or which are required,
pursuant to section 352 of the Securities and Futures Ordinance to be entered in the register referred to therein
or which are required, pursuant to the Model Code for Securities Transactions by Directors of Listed
Companies, to be notified to the Company and the Stock Exchange.

Save as disclosed herein, none of the Directors is materially interested in any contract or arrangement
subsisting at the date hereof which is significant to the business of the Group taken as a whole.

Save as disclosed herein, none of the Directors has or has had any direct or indirect material interest
in any assets acquired or disposed of by or leased to, or proposed to be acquired, disposed of by or leased
to, the Company or its subsidiaries since 31 December 2002, the date to which the latest published audited
consolidated accounts of the Company were made up.

5. Substantial Shareholders

As at the Latest Practicable Date, so far as the Directors were aware, the following persons had an
interest or short position in the Shares or underlying shares of the Company which would fall to be disclosed
under Divisions 2 and 3 of Part XV of the Securities and Futures Ordinance, or who is, directly or indirectly,
interested in 10 per cent. or more of the issued share capital carrying rights to vote at general meetings of
the Company:

Percentage
No. of of Shares
Shares held
BNY International Financing Corporation ..................... 73,800,000 25.1
The Capital Group Companies Inc. . .. ....................... 20,440,341 7.0
Po Ding Company Limited. . .. ....... ... . ... ... ........ 24,156,000 8.2%
YKF Trustee Holding Inc. . ...... ... ... ... .. .. ... .. . . ... 24,098,400 8.2%
Aberdeen Asset Management AsiaLtd. . ...................... 16,086,000 5.5
Tessel INC. . .. .. oo 10,639,200 3.6*

*  All Shares are held through corporations in which Patrick Y B Fung, Michael Y § Fung and Louis C W Ho's spouse together
with other parties are eligible beneficiaries

Save as disclosed herein, the Directors are not aware of anyone who, as at the Latest Practicable Date,
was, directly or indirectly, interested in 10 per cent. or more of the nominal value of the issued share capital
of any member of the Group.
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6. Material Contracts

The Share Purchase Agreement is the only contract (not being a contract in the ordinary course of
business) that has been entered into by a member of the Group within the two years preceding the date of
this circular and which is or may be material.

7. Litigation

No member of the Group is engaged in any litigation or arbitration of material importance and there
is no litigation or claim of material importance known to the Directors to be pending or threatened by or
against any member of the Group.

8.  Service Contracts

As at the Latest Practicable Date, none of the Directors had entered into any service contract with the
Company or any member of the Group (excluding contracts expiring or determinable by the employer within
one year without payment of compensation (other than statutory compensation)).

9.  Material Adverse Change

The Directors are not aware of any material adverse change in the financial or trading position of the
Group since 31 December 2002, being the date of the latest published audited financial statements of the
Company. '

10. Consents

Deloitte Touche Tohmatsu has given and has not withdrawn its written consent to the issue of this
circular with the inclusion of its report, and references to its name in the form and context in which they
respectively appear.

Deloitte Touche Tohmatsu is not beneficially interested in the share capital of any member of the Group
and does not have any right, whether legally enforceable or not, to subscribe for or nominate persons to
subscribe for securities of any member of the Group. Deloitte Touche Tohmatsu does not have any interest,
direct or indirect, in any assets which have been, since 31 December 2002, being the date to which the last
published audited accounts of the Company were made up, acquired or disposed of by or leased to any
member of the Group.

11. Qualifications of Experts

The following are the qualifications of the professional advisers who have given opinions or advice
contained in this circular:

Names . ) Qualifications

Deloitte Touche Tohmatsu . . .......... ... ... ... .......... Certified public accountants

12. Miscellaneous
(a) The Company Sécretary is Louis C W Ho.
(b) The registered office and head office of the Company is 161 Queen’s Road Central, Hong Kong.

(¢) Computershare Hong Kong Investor Services Limited, the share registrar of the Company, is
located at Rooms 1901-5, 19/F, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

(d) The English text of this circular shall prevail over the Chinese text.

— 155 —



APPENDIX VI . GENERAL INFORMATION

13. Documents available for inspection

Copies of the following documents will be available for inspection at Freshfields Bruckhaus Deringer,
11th Floor, Twc Exchange Square, Hong Kong during normal business hours 6n any business day from the
date of this circular until 25 September 2003:

(a)
(b)
(c)

(d)

(e)
4]
(g)

the Share Purchase Agreement;
the memorandum and articles of association of the Company;

the Company’s annual reports containing its audited consolidated financial statements for the
years ended 31 December 2001 and 31 December 2002;

the consolidated unaudited financial statements of the Group for the six month period ended 30
June 2003;

the material contract referred to in paragraph 6 of this Appendix;
the letter of consent referred to in paragraph 10 of this Appendix; and

the accountants’ report from Deloitte Touche Tohmatsu dated 1 September 2003, the text of which
is set out in Appendix I to this circular.
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-t —2¥-F —Bg-F
BRT T A¥TR BETR

Wi B — AT
FELHEE  BHEAE e 146,907 146,907 146,907

DL BT 3 — 84T 2 £ 2 VB 4 &0 B

NOE EMREELR EEXH
BB AR e, & EREY
1IN RA T e xH MEREE
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WL — AT (BN ARAF - Ei RENED
LS —RAT FFD) ARAF e, T 5 s R %
HEREAROF e, T . MEHE
B—HEFTROBE e, T YIERE
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L —BEARAF o Tk EFEE
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3 BEME i  (HEBITRE
ATEE =3 13 i B TEER BAZSE  EELE
SBEHETERLA . NG FiE  REIBEL L@ 19.95%
BHEERERNT s NI FiE BEER L@ 13.33%
FEABRAT oo, NG| HE REEHEWRS SRl 33.33%
B (FEB ARAT NG Fit  HBEESITRE ] 15.00%
FEAZBARLA e, NE BB RREBRRE EiE 16.67%
W VLS — 4R 17 55 B 2 2L [R] 44 ) (H BE R 5 2 DA i At I B BR -
BHERE
WIE-BEEm WTE—8R1T
ST —ST-F —BC_f —BEVBF —E8-F —ST-F
BETRL HEFR BETR ABETT BT BETFn
REEHRZES ... 163,705 163,657 319,681 163,705 163,657 319,681
BEBEHF oo, 265 265 265 265 265 265
HEMEE o, 360,700 - — 307,030 - -

524,670 163,922 319,946 471,000 163,922 319,946
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17. BEEE

HirHh —HITER
BHE -
B
nEM Hit BEEE
BETHE . BHE EibE REH St
BETT BMTRT B¥TR B¥%Tx BEFR
BERAEREE
CEEZE—HA—H e 356,639 153,267 42,022 221,021 772,949
b R e 17,638 3,353 — 79,787 100,778
B e, e — — (5,000) (16,505) (21,505)
10 - ISR 6,652 (6,652) — — —
BHIRAE oo - (11,522) - - (11,522)
TR e, — 107 — 17 124
TEEZHE+_A=+—H ... 380,929 138,553 37,022 284,320 840,824
A
IS e 18,838 31,223 37,022 284,320 371,403
Fe— FLIUNEAEE . 355,439 — — — 355,439
=L IIVEAETE o 6,652 — - — 6,652
WMo BBEFEEMEME o, — 107,330 — — 107,330
380,929 138,553 37,022 284,320 840,824

E2EFE
—EBEBFEFE R B i 9,486 13,615 10,070 102,201 135,372
R e, 9,649 867 1,391 26,100 38,007
BEEHEEERE e, — - - (8,115)  (8,115)
TR e, - 114 — 6 120
_EBEEFET_HA=1T—H ... 19,135 14,596 11,461 120,192 165,384
BEFEE
“EEEESL_A=+—H ... 361,794 123,957 25,561 164,128 675,440
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REM Hit EAHR
BT EHE B BEH a8t
BMTT BEFR AT AT B%TR
BERFERGEHE 4
ZEFE—FE—F—H 380,929 138,553 37,022 284,320 840,824
B B e, 37,483 81 — 84,034 121,598
B e, (3,800) — — (5,844)  (9,644)
5000 = IO 14,755  (14,755) — — —
BRI oo, (67,509) (21,530) - - (89,039)
ELTE e, (8) (3) - (1) (12)
mR®E—-®F+"A=+—H ... 361,850 102,346 37,022 362,509 863,727
B
FERATE e 23,999 8,001 37,022 362,509 431,531
B oFE—FE 337,851 94,345 — — 432,196
361,850 102,346 37,022 362,509 863,727

BRENE
TEE—F—H—H e, 19,135 14,596 11,461 120,192 165,384
FERYETE o, 11,424 235 1,824 32,743 46,226
EEHEBREE o, (340) — — (4,828)  (5,168)
AT s (29,513) - — —  (29,513)
85 0 - O 10,947  (10,947) — - —
ERTAEE e (3) (1) - (1) (5)
—EE—-F+-R=+—8 ... 11,650 3,883 13,285 148,106 176,924
REFE
22—+ =A=+—H ... 350,200 98,463 23,737 214,403 686,803
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REM Hit BAEE
BITFHE EME EtE REH a%t
' BETT BETT BETFR BETR BEFR
BRASESREE _
TEETE—H—H e 361,850 102,346 37,022 362,509 863,727
B B e 5,781 108 — 51,284 57,173
BB e (4,700)  (2,700) - (1,620)  (9,020)
B e, 4,782 (4,951) — -~ (169)
BEIE oo - (21,632) - —  (21,632)
T LA e, 8 2 — — 10
TEEFE+A=+—H ... 367,721 73,173 37,022 412,173 890,089
BIE
S N [ T 5,337 — — 412,173 417,510
B EE—FAEE o 362,384 — 37,022 —~ 399,406
W BETIEMAE o, — 73,173 — — 73,173
367,721 73,173 37,022 412,173 890,089

REFE
ZEZFETE—H—H . 11,650 3,883 13,285 148,106 176,924
BRI e 11,434 255 1,825 38,006 51,520
BEEHEEERE e (436) — - (1,431)  (1,867)
285170 5 SN (169) — — —~ (169)
BT e, 3 1 — 1 5
EETHE+ZA=Z+—H ... 22,482 ‘ 4,139 15,110 184,682 226,413
REFEE
TEE-FE+ZA=+—H ... 345,239 69,034 21,912 227.491 663,676
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B &% — S RG

i E A
B4R
B
REM : Hit EARSE
EHE ST54 EgE REH Bt
BETR BMTT BMTR BMTT BETR
BREAEREE
TEEZFE—H B e — 180,700 42,022 216,544 439,266
R E e — 17,638 — 77,037 94,675
BRI e — — (5,000) (16,491) (21,491)
- < OO — — — 12 12
TEEEFE+ZA=+—H ... — 198,338 37,022 277,102 512,462
B
PSR oo - 18,838 37,022 277,102 332,962
W= ILNFAEE — 179,500 - — 179,500
— 198,338 37,022 277,102 512,462
REFE
CTEEFE~H—H — 5,340 10,070 99,904 115,314
FERIBERE e — 5,424 1,391 25,535 32,350
BEEHREZREE - - - (8,094)  (8,094)
BT - - - 4 4
TEREEBFE+_HA=+—H ... — 10,764 11,461 117,349 139,574
BREREE
C CEEBEERE+ZA=+—H ... — 187,574 25,561 159,753 372,888
RS EREGE
ZEE—FE—H—H e, — 198,338 37,022 277,102 512,462
EEIBE B e — 37,237 — 83,264 120,501
FEREE e, - (3,800) - (5,695)  (9,495)
o K (= OO - (17,375 — - (17,375)
ERFAE - - - (1) (1)
—EE—-HFE+_RA=+—8 ... — 214,400 37,022 354,670 606,092
Tk
T A oo, — — 37,022 354,670 391,692
BB E — 214,400 — ~ 214,400
— 214,400 37,022 354,670 606,092
RBWE
TEE—F—H—H e, — 10,764 11,461 117,349 139,574
%ﬁqi%ﬁ% ........................................ — 6,340 1,825 32,001 40,166
 BEEHEERERR - (340) - (4,678)  (5,018)

BT e, —  (16,764) - —  (16,764)
—EE—-HFE+_A=+—H ... - — 13,286 144,672 157,958
BRE FE
—ER—-FE+_RA=+—8 ... — 214,400 23,736 448,134

209,998
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Bt & — 2 R E RS
A
B
REM Hit BAEERE
EitE BETH EE BER Bt
BETTE HWTIT HBWMTT EBYTI SETR
BRAEAEDNEE
ZEEFECE—A—H e, — 214,400 37,022 354,670 606,092
B e ~ 5,459 — 51,105 56,564
B e — (2,000) — (983)  (2.983)
BRI e 4,559  (4,600) — - (41)
BEAEBAE e, (1,259) - - - (1,259)
TR e — - — 1 1
EZE-E+-A=+—H ... 3,300 213,259 37,022 404,793 658,374
B
i = RSO — — — 404,793 404,793
B BE—FAEE e — 213,259 37,022 —~ 250,281
B _ETE TFEME o 3,300 — — — 3,300
3,300 213,259 37,022 404,793 658,374
REFE
TEBEETE—HA—H . — — 13,286 144,672 157,958
FERIERE e, - 7,157 1,825 37,248 46,230
EEHEBRE oo, — (50) - (932) (982)
BB e — (41) — — (41)
TRBE_E+_A=+—H .. — 7,066 15,111 180,988 203,165
BREFE .
—EBE-FE+ZRA=+—H ... 3,300 206,193 21,911 223,805 455,209

R-FZRFFE+HA=+—8  REFVETHRITTHZEE > HTHB L EEMGEM
BERTERARAZE-AINET _A=Z+—BZ AT EEEREZME -

R-FFE—F+A=+—0 > REFANETROTTUHZEE  HHBLEEMEM
BERTARLADE _ZEF-—H+_A=Z+—HBZ ARATEEEREZAMGHE - BbE
SIBABZE  stEERAT BT RHBEE¥EE—tLtEATTREE
EHR=ZEFL T NEATTEERIREBERKE M EEMLFEE LB -

RZBEZ_F+_A=Z+—H HIE-STEFEIREREHE BB HEMA
EMBERTERAAEZ _EFT _F+ A=+ ZoMTEREEME - BEMST
BEARBZEFAORE - B - THENTT HPERNANELT ICREHEEMLR
BLERR  MHREEER T - TLENTTREBER LW -

FERBHRERN > EWLE—BRTZIRTTUHREUHEAR  SUERRAEERR

HINESIE > RMBE_ZE-F+ A=+ Bt =AFESFEELERI A BB
F-BEZENE— T BY—EBRNEZ-E=TRRB¥ALTAEEO+A\ELTT-
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B & — I

S|ITTHERBEESEEMEZ BT EFEHERE -
FIFE—HBTEMN FIE-81T
R+=-A=+—-8 BR+=-—A=+-—8
—ESSE “B%-F “BE-F —B88EFE —B¥-§ ZSB_F
BETT BETR BT BETn BT BETX

EFERAZLH

—~ R . 398,750 197,695 276,874 128,395 110,200 97,639
— FHHEA 69,914 234,500 121,436 59,179 104,200 111,854
EFBLUIIMNFEZ TH

—REHEL 17,087 16,468 15,963 - - -

485,751 448,663 414,273 187,574 214,400 209,493

EHHAKREGEHREEAANDRNAET+SEE > v HHARNEEFHETEEHL+HE
# o
18. EFZFR
HIE—BTESN MIFE—R/T
Wt+t=-RA=+-8 Rt+t=BR=+-—8
S22 8BS 28 “SSTF “BS-§ “BBH
BT #HBEFRT HBETT BETT BETRT #BE®TR

BEHRAR . 903,166 1,004,439 1,063,898 903,166 1,004,439 1,063,898
B e 2,328,828 2,674,659 2,892,979 2,328,665 2,673,849 2,888,974
BB o 18,906,960 18,416,398 18,247,677 17,633,948 17,242,802 17,489,345

22,138,954 22,095,496 22,204,554 20,865,779 20,921,090 21,442,217

19. HRBER EH S
HIE—HRTER HIE—8BIT
BR+=-—H=+-—-8 BR+=-—B=+-—8
289 g “BE-§ “S8_F "EBTE BT —BE_F
BETRT A¥TrR BT BT BT A¥Tx

(EH) (E%H) (E]) (ER)
EATFNE o, 146,741 48,119 31,484 142,167 46,016 31,889
A, 273,407 442,612 228,115 251,198 418,169 197,881

420,148. 490,731 259,599 393,365 464,185 229,770
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W 8% — IEEEEE

20. B&

R+t=-BR=+-—8
g %3 -3 g 1 -3 g 3 -3
BT HBETT BT

FE
—HA—B=FE®K

(ZEZE—F: ZTERR

TEREZRE T ER)

LB BREE—HIT e 2,000,000 2,000,000 3,000,000
“EZ-FEEN-TEREER |

BREEE—TIT e - 1,000,000 -

TZAZT - HZ=ZFHER

(ZEZE—F  =TERRK

ZERTE  ZTER

LR BRETE BT o, 2,000,000 3,000,000 . 3,000,000

BITRHR
—HA—H-THEEK

(ZEZ—F: —FREATERX

ZERERFE . —TER

LTEE > BREEB®E BT .. 1,000,000 1,650,000 2,500,000
SRR _EE—FR_-FERE

FECRATETERR

NALTERLEER e 650,000 850,000 o=

+ZA=Z=+—H_THEEK

(CEE—F:  _THAERE

TEERE  —FARBRTER

LER BEREEE® BT ... 1,650,000 2,500,000 2,500,000
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21. #E
HriL B — 4R AT
41 EiE
BEMGHE REEE RBAKR BEREHE KREBA &5t
BT BYTR BY¥TR B¥TFR BETT BT
“EERE-F-H%%
—ﬁum?&iﬁ ........................................ 1,350,000 - 650,000 156,641 88,519 2,245,160
-HHAR
= BEEE28 ~ 155,000 - - - 155,000
“BHEEDD i : ~ - - - (3,926) (3,926)
Sl SR 1,350,000 155,000 650,000 156,641 84,593 2,396,234
RBARA AR TERLER ... - ~ (650,000 - - (650,000)
BEFEBH i ~ - - - 379,926 379,926
ﬁ@ﬁ%@%umm ..... e (850,000) - - - 850,000 -
BRFHEE o - 36,300 - .- (36,300) -
BRELBEE o - 181,300 - -~ (181,500) -
BRRELE o ~ - 850,000 - - (850,000) -
BALERE o 150,000 ~ - ~ (150000) -
EREE s - - - - (11 ) (110)
~AINEERAERE o - (153,000) - ~ (155,000)
“ERZECRPHRA . - (36,300) - - - (36,300)
TEE-FE-R-BBE 650,000 181,500 850,000 156,641 96,609 1,934,750
REARNGETERLER .. - ~  (850,000) ~ —-  (850,000)
BB s - ~ - ~ 228,594 228,594
BB e - - - 3,568 - 3,568
EEREEDE oo - - = (3,010) 3,010 -
E
EIRAFEEE o - 35,000 - ~ (35,000) -
Miﬁﬁﬁﬂﬁ ................................. - 75,000 - ~ (75,000) -
AEERE o 100,000 - - =~ (100,000) -
Méﬁi% ............................................ - ~ - ~ (1) (1)
“EZREDRKBRE .. - (181,500) - ~ - (181,500)
“EE-ERRPBRE . - (35,000) ~ ~ - (35,000)
REE-E-A—-ARE ... 750,000 75,000 ~ 157,199 118,212 1,100,411
BEFBF oo - - - ~ 252,727 252,727
BB o - ~ ~ (65) - (65)
ERBEERE .o - - ~ (364) 364 -
AR
ERABBE o - 35,000 - ~ (35,000) -
BIRALRE s - 68,000 ~ — (68,000) ~
R - - - - - (5) (5)
“EZ-ERRKARE ... - (75,000) ~ - - (75,000)
“EEZCEERFHRA .. - (35,000) ~ -~ - (35,000)
“EECETZAZT—H
BRI e 750,000 68.000 - 156,770 268,298 1,243,068
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22. REMAZ LA RHAEALTIZRBZER
AR EEEBRRGAREERN > EEARNELARMEALIZRERIZLZUT ¢
a. HEBRRIFEE (X
WIE—RITER WIE-87F
BR+=-—A=+-—8 B+=-—BA=+-—8
BT 9T “E8_F “SBR8F B8 —_B8-fF
BETRT HBETFR BETT ABAYETT #BEFRT BETR

ReREhEs

ReRESTAER

SRBBE—EAN

A% . 5,713 9,402 10,144 5,713 9,324 9,794
BARERER s 726,080 597,500 113,588 714,502 584,760 113,588

FHRAFAXASRER
E-EAETZMAR
BBZHE o 163,783 432533 140,000 163783 432,533 140,000
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